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ECONOMY,  British  Government  Enforcing      Apr.    2 
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GRAIN 

Advance  in  freight  rates  Feb.     2 

Conditions  of  the,  crops  Jan.     10 

GREAT  BRITAIN  (See  England  and  British) 

Mobilizing  American  securities  Jan.  6 — Feb.  2 — Aug.  3 

Parting  with  American  securities                           June  11 

Railway  wages  in                                                       Nov.  8 

Value  of  imports  and  exports                               Jan.  3 

HARRIS,  Mr.   Beverly  D.,  Vice-President   of 

The  National  City  Bank  of  New  York,  Address 

before  the  Kansas  Live  Stock  Assn.  Mar.    5 

HARRISON,  Mr.  M.  W.,  Secretary  of  Savings 
Bank  Section  of  American  Bankers'  Assn.  has 
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Jan. 
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HAWAIIAN  BONDS 

New  issue  of 

June 
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Death  of 

July 
July 
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Of  silver  as  a  standard  money  metal 

June 
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Mr.  Montague's  discussion  on  Economy  in 

Apr. 

2 

ILLINOIS  BANKERS'  ASSOCIATION 

Interest  in  promotion  of  agriculture 

Jan. 
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Pending  legislation 

Present  law  and  pending  bill 

Mar. 
Oct. 
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Aug. 
Aug. 

4 
4 
2 
6 
6 

INDEBTEDNESS  AND  TAXATION 

Due  to  the  War 

June 

11 

INDUSTRIAL 

Activity  of  the  country  at  the  top  notch 

Improvement  of,  conditions 

Progress,   the   natural   course  of 

Situation                                                        May  2 

Situation   during  the  year   1915 

Scientific  education  wanted 

Dec. 
Jan. 
Jan. 

-Nov. 
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July 

5 
2 
4 
2 
8 
7 

INDUSTRIES 

Effects  of  war  and  war  debts  upon,  and  social 

conditions                                                              June 
In  America                                                                  July 
Sold  far  ahead                                                          Dec. 

10 
8 
2 

INFLATION 

What  is 

Apr. 

3 

INFLUENCE 
Of  Immigration  Feb.     4 

Of  the  War  on  Capital  supply  May     4 

INFLUX  OF  GOLD  Nov.    3 

INTERNATIONAL  BANKING  CORP. 

Branches  of,  Abroad  June    6 

INTERNATIONAL    MERCANTILE    MAR- 
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Interest    of    American    International    Corpora- 
tion in  the  Aug.    9 

INTERNATIONAL  TRADE  AND  FINANCE 

Jan.      6 
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Apr.    6 
July     1 

INVESTMENTS 

Of  foreigners  in  the  United  States 
Opportunities  in  foreign  fields 
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9 
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IRON  AND  STEEL 

Industry 
Situation 

Jan.  9 — Apr. 
Oct. 

7 
1 

JAPAN 

Financial  condition  of 
Gaining   gold 

Mar. 
Dec. 

3 
3 

JOBS,    PRODUCT    AND    DISTRIBUTION 

(See   Labor) 

Distribution  inevitable                                               Dec.  10 

Newspaper  comments  on                                         Dec.  8 

The  Distribution  of   Profits                                   Dec.  9 

Two  classes  of  wealth                                           Dec.  9 

KANSAS  LIVE  STOCK  ASSOCIATION 

Address    delivered   by    Mr.    Bevely   D.   Harris 

before  the  Mar.    5 

KERN  AMENDMENT 

To  the  Clayton  Act  Aug.    8 

KING,  Dr.  WUlford  I. 

Discussions  on  wealth  and  income  of  U.  S. 

LABOR  CONDITIONS 

In  England 

LABOR 

Fear  of  unemployment 

General  eight  hour  day 

Organizations,  Attitude  of 

Situation  Feb.  3— May  2— July  1- 

Demand  of  four  orders  of  railway  trainmen 
The  interests  of 
The  supply  of  "Jobs" 
The  sympathetic  strike 
Troubles  adjusted  for  the  most  part 
Will  labor  co-operate  after  the  War 

LABOR  AND  CAPITAL  PROBLEM 

A  country  banker's  view 
Census   figures 

Distribution   of   wealth  measured  by  consump- 
tion  rather  than   ownership 
Production  and  consumption  must  be  equal 
The  laws  of  progress 
The  views  of  economists 

LACKAWANNA  VIADUCT 

LAND  MORTGAGE  BANKS 

LATIN-AMERICA 

Loans  to  countries  of  Nov.    4 

LATIN-AMERICAN   CORPORATION 

Subsidiary  company  of  the  American  Interna- 
tional Corporation  Aug.    9 

LAW  OF  PROGRESS,  The  May     3 

LEGISLATION 

Amendment  to  Federal   Reserve  Act                   Oct.     3 

To   Postal   Savings   Bank  Act  June    4 

Banking  Oct.     6 

Bill  of  Lading  Sept.  10 

Effects  of  special  Aug.  15 
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The  New  Shipping  Bill 
The  Railway  Wage 
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United  States  Warehouse  Act 

LIVE  STOCK 

Cattle  Tick 

Conditions  as  viewed  by  Mr.  Harris,  V.  P. 
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Experts 

Industry,  Mr.  Hill's  efforts  in  promoting 
Market  Mar.  I 

LIVING,  High  cost  of 

LOAN 

A   Chinese 

By  the  United  Kingdom  of  Great  Britain  a 

Ireland 
French  Municipal 
Imperial  Russian  Government 

LOANS 
And  Deposits  of  Federal  Reserve  Banks 
Anglo-French 

British  and   French  Treasury  Bills 
Farm  Mortgage 
Made  by  the  United  States 
Made  in  the  United   States 
Of  the  German  Government 
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The  Year  1915. 

THE  beginning  of  the  new  year  is  natur- 
ally an  occasion  for  review  and  reflec- 
tion, and  must  be  so  more  than  ever 
after  the  extraordinary  experiences  of 
the  last  twelve  months. 
One  year  ago  the  war  had  been  in  progress  five 
months,  and  the  first  great  loans,  all  of  them  unpre- 
cedented in  amount,  had  been  placed.  Since  then 
the  scale  of  operations  has  steadily  enlarged  until 
the  rate  of  expenditures  has  increased  several  times 
over.  At  that  time  the  British  expenditures  were 
calculated  to  be  at  the  rate  of  about  $2,250,000,000 
per  annum,  while  now,  including  aid  to  allies,  they 
are  running  at  over  $7,000,000,000  per  annum,  and 
those  of  the  other  belligerents  have  increased  in 
nearly  like  proportions. 

The  growing  magnitude  of  the  operations  signi- 
fies that  more  and  more  the  energies  of  the  coun- 
tries involved  have  been  given  over  to  the  conflict, 
while  the  resources  of  neutral  countries  have  been 
drawn  upon  in  increasing  degree.  On  both  sides 
the  effort  is  being  made  to  perfect  the  military 
organization,  and  the  economic  organization  behind 
it,  so  that  the  last  ounce  of  available  national 
strength  may  be  made  effective  against  the  enemy. 
The  number  of  men  under  arms  and  equipped 
for  active  military  operations  probably  has  not  yet 
reached  the  maximum,  and  will  not  before  next 
spring,  when  the  supreme  trial  of  strength  is  likely 
to  come. 

While  the  war  has  overshadowed  all  else 
throughout  the  year,  it  is  remarkable,  considering 
the  enormous  interruption  of  ordinary  industry  and 
trade  and  the  vast  absorption  of  capital,  that  the 
affairs  of  the  world  go  on  as  well  as  they  do.  The 
production  of  food  and  necessary  raw  materials 
seems  to  have  been  about  as  large  in  1915  as  in  other 
years,  the  world's  wheat  crop  being  perhaps  the 
largest  on  record.  Cotton  and  wool,  the  materials 
for  clothing,  are  in  ample  supply  outside  of  the 
countries  that  are  cut  off  from  foreign  trade.  The 
output  of  gold,  which  is  important  in  view  of  the 
enormous  expansion  of  credit,  has  been  as  large  in 
1915  as  in  any  previous  year.  In  short,  although 
trade  is  interrupted  and  transportation  is  costly, 
there  is  no  world  scarcity  of  necessaries.  This  is 
explained  by  the  fact  that  the  countries  involved  in 
the  war,  with  the  exception  of  Russia,  are  not  large 
exporters  of  these  commodities,  and  the  isolated 


New  York,  Januar\ 

countries  are  to  a  great  extent  self-supp 
them.  Germany  had  a  large  foreign  trad 
exports  were  chiefly  of  manufactured  g 
its  imports  mainly  of  the  raw  materials 
into  manufactures. 

The  most  serious  inconvenience  that 
suffered  by  the  cessation  of  Germany's  ex 
been  for  want  of  the  dyes  and  chemica 
production  of  which  that  country  had  < 
such  superiority  that  it  was  almost  with 
petitors.  The  exports  of  manufactures  fr 
Britain  and  France  have  also  fallen  off  ver 
but  these,  like  the  bulk  of  Germany's  expc 
for  the  most  part  either  goods  that  coulc 
duced  elsewhere  or  goods  the  purchase 
could  be  deferred. 

There  exists  at  any  time  in  every  count 
siderable  supply  of  goods  upon  which  it  n 
for  a  time  without  production  or  importa 
under  the  pressure  of  unusual  conditi( 
stocks  may  last  much  longer  than  in  norn 
Much  of  the  buying  of  clothing  ordinal 
response  to  changing  styles,  and  many  o 
chases  are  to  gratify  taste  or  in  conformit 
conditions  which  are  not  imperative.  Un 
perous  conditions  new  houses  are  built,  h 
refurnished  and  decorated,  and  various 
tures  are  incurred  by  many  thousands  o 
who  in  hard  times  will  not  so  indulge  th 
The  same  restraint  is  evident  in  business  o\ 
Men  do  not  branch  out  into  new  enterprise! 
the  old  ones,  or  refit  their  establishments 
equipment  when  there  is  uncertainty  a 
future.  And  so  it  is  that  while  Germar 
Britain  and  France  have  been  unable  to 
export  as  many  goods  as  usual,  their  for 
tomers  have  not  been  wanting  to  buy  as  usi 
United  States  exported  $2,614,885  worth  c 
machines  to  South  America  in  the  mom 
January  to  September,  1913,  and  $273,459 
the  corresponding  months  of  1915.  Evi 
sewing  machine,  although  a  great  conver 
something  the  purchase  of  which  may  be 
We  sent  $781,778  worth  of  typewriting  ma 
South  America  in  the  period  January  to  Se 
1913,  and  $258,682  worth  in  the  corre 
period  of  1915.  We  sent  $5,277,222  worth 
cultural  implements  to  South  America  in 
period  of  1913  and  $2,392,527  worth  in 
responding  period  of  1915.  Great  Brit 
40,000  tons  of  steel  rails  to  Argentina  in  t 


;ember  period  of  1913,  and  1,000  tons 
sponding  period  of  1915. 
wing  figures  show  the  value  of  all  im- 
le   countries   named   for   corresponding 
L913  and  1915,  the  data  being  the  latest 
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$154,012,000 

175,601,000 

81,000,000 

23,270,000 

282,250,000 

56,930,000 

275,917,000 

182,499,000 

128,011,000 

100,721,000 

131,392,000 


1913 

$308,571,000 

208,210,000 

199,104,000 

64,107,000 

455,621,000 

86,623,000 

394,622,000 

254,571,000 

346,980,000 

138,209,000 

168,349,000 

ter  part  of  the  year  1915  industrial  con- 
-  very  much  improved  in  several  coun- 
to  the  demand  for  their  products  aris- 
e  war.  This  is  true  of  the  Scandinavian 
id  Holland,  which  have  benefited  largely 
ir  shipping  interests,  and  it  is  true  of  the 
es,  the  British  colonies  and  Japan.  The 
;  of  war  materials  to  Russia  have  created 
balances  in  its  favor,  and  it  is  buying  in 
indebtedness  in  the  same  manner  as  the 
tes.  The  exports  of  Argentina  in  the 
nonths  of  1915  were  greater  in  value 
J  corresponding  period  of  her  history, 
he  high  prices  for  grain,  wool,  hides, 
anuf actured  war  supplies. 
inking  Conditions. 

es  for  the  principal  items  of  assets  and 
[  the  leading  European  banks  are  given 
ates  approximating  December  1st  of  the 
1914  and  1913.  Although  they  show  a 
mded  condition  it  cannot  be  deduced  that 
e  institutions  are  in  a  critical  situation, 
of  Germany,  France  and  Russia  are 
)ld  holdings  considerably  in  excess  of 
ear  ago,  but  as  the  additions  came  out  of 
ion,  similar  increases  are  not  to  be  ex- 
le  future.  In  view  of  the  large  amount 
ich  the  Bank  of  France  has  shipped  to 
F  England  during  the  year  the  gain  in  its 
is  remarkable.  The  Bank  of  Austria- 
is  published  no  statement  since  the  begin- 
;  war. 

that  the  loans  of  the  Bank  of  England 
creased  during  the  year  is  accounted  for 
insive  liquidation  which  has  occurred  in 
loans  and  particularly  in  the  bills  taken 
e  Bank  from  the  joint  stock  banks  im- 
after  the  beginning  of  the  war.  The 
iasury  recently  authorized  the  statement 
)tal  amount  of  bills  guaranteed  by  the 
bad  been  about  £200,000,000,  or  about 
000,  of  which  82  per  cent,  had  been  paid 
tors. 

BANK  OF  ENGLAND. 
1915  1914 

$171,500,000     $178,700,000 

829,500,000 

647,700,000 

357,200,000 

172,500,000 
72,500,000 


BANK  OF  FRANCE. 

1915  1914  1913 

Circulation $2,858,200,000  $2,094,700,000  $1,181,800,000 

Deoosits         ....       558,000,000       479,500,000       165,50<J,000 
Loans   etc     ...    2,074,000,000       914,500,000      507,400,000 

Gold  !....* 975,500,000      836,700,000       704,200,000 

The  statement  of  the  Bank  of  France  was  not  issued  be- 
tween Julv  29th,  1914,  and  January  30th,  1915.  The  figures 
in  the  1914  column  are  of  the  latter  date. 

BANK  OF  GERMANY. 

1915  1914 

Circulation  $1,499,800,000  $1,051,300,000 

Deposits   396,900,000       349,300,000 

Loans,  etc 1,171,800,000       740,000,000 

Treasury  notes..       167,100,000       185,800,000 

Gold  608,800,000      477,800,000 

BANK  OF  RUSSIA. 

1915  1914 

Circulation  $2,556,700,000  $1,402,500,000 

Deposits  773,800,000       496,000,000 

Loans,  etc 2,250,000,000       508,500,000 

Gold 802,500,000       750,000,000 

NETHERLANDS  BANK. 


1913 

$487,950,000 

155,400,000 

227,700,000 

15,500,000 

300,000,000 


1913 

$850,600,000 

541,500,000 

226,000,000 

751.900.000 


1915  1914 

Circulation  $236,900,000  $188,900,000 

Deposits   15,200,000  9,000,000 

Loans,  etc 69,800,000  128,200,000 

Gold  173,700,000  88,200,000 

BANK  OF  ITALY. 
1915  1914 

Circulation $579,600,000     $427,000,000 

Deposits   146,700,000         95,000,000 

Loans,  etc 190,400,000       240,000,000 

Cash 270,400,000       246,500,000 

Conditions  in  tke  Warring  Countries. 


1913 

$130,900,000 

1,500,000 

71,500,000 

62,200,000 

1913 

$348,450,000 

37,200,000 

161,700,000 

242,650.000 


lotes 


719,000,000 
631,500.000 
255,500,000 
471,450,000 
142,500,000 


1913 

$143,700,000 

236,950,000 

193,450,000 

183,000,000 


The  inhabitants  of  the  zones  overrun  by  the 
armies  have  suffered  terrible  privations,  but  there 
are  few  reports  of  this  kind  from  elsewhere.  The 
war  itself  has  created  employment  for  everybody 
who  can  work,  and  as  war  bonuses  have  been 
granted  to  employes  in  most  of  the  organized  trades, 
including  all  railway  employes,  and  as  there  are  war 
allow^ances  by  the  government  to  the  families  of 
soldiers,  and  in  many  instances  allowances  also  by 
employers  whose  employes  have  enlisted,  the  total 
distribution  to  the  wage-earning  class  is  much  larger 
than  usual,  against  which  is  the  offset^  of  higher 
living  costs.  Bernard  Shaw,  a  socialistic  critic  of 
the  normal  order  of  things,  claims  that  the  working 
people  of  England  are  better  off  than  in  times  of 
peace,  and  the  Chancellor  of  the  British  Exchequer 
in  reply  to  an  inquiry  recently  made  the  following 
statement  from  the  floor  of  the  House  of  Commons : 

No  precise  figure  can  be  given  as  to  the  total  additional 
sum  received  in  war  wages  as  compared  with  the  average 
wages  earned  by  manual  workers  before  the  war.  But  on 
the  basis  of  the  best  statistics  available  it  may  be  estimated 
that  4,500,000  work-people  have  obtained  since  the  war  a 
rise  on  average  of  about  3s.  6d.  per  week  on  their  rates 
of  wages,  as  distinct  from  their  total  earnings.  Four  and 
a  half  millions  are,  however,  only  about  a  third  of  the 
total  working  population,  and,  although  it  may  fairly  be 
assumed  that  part  of  the  other  two-thirds  have  had  some 
advance  in  their  rates  of  wages,  it  is  not  likely  that  such 
increases  have  been  so  great  as  in  the  well-organized  trades 
and  in  those  more  or  less  closely  connected  with  the  supply 
of  war  requirements.  The  increase  in  the  cost  of  living 
since  the  outbreak  of  the  war  may  be  estimated  at  about  30 
per  cent.     This  percentage  increase  in  cost  of  living  has 


been  computed  on  the  assumption  that  the  same  quantity, 
and  as  nearly  as  possible  the  same  quaHty,  of  each  com- 
modity are  being  consumed  now  as  before  the  war. 

The  government  is  urging  upon  all  classes  the 
necessity  for  economy  in  personal  expenditures  and 
justifying  its  insistence  by  pointing  to  the  prosperity 
of  the  trades  supplying  goods  which  it  declares  in 
the  present  emergency  must  be  considered  luxuries. 
It  is  evident,  of  course,  that  a  reduction  in  the  con- 
sumption of  luxuries  would  release  workers  en- 
gaged in  those  trades  either  for  enlistment  or  to 
take  the  place  of  others  in  the  war  industries  or  in 
the  production  of  necessities. 

The  ease  with  which  goods  are  imported  into 
England  facilitates  purchases  by  the  people  and 
adds  to  the  difficulty  of  maintaining  stable  rates  of  | 
exchange  with  other  countries,  while  in  the  case  of 
Germany  importations  are  impracticable  and  ex- 
change rates  are  of  comparatively  small  importance 
to  the  government.  It  is  within  the  power  of  the 
British  government  to  put  heavier  taxes  upon  im- 
portations, and  indeed  to  suppress  them  so  far  as 
it  deems  advisable  to  do  so,  but  a  large  share  of  the 
British  imports  are  necessaries,  which  even  yet  are 
not  taxed  at  all  or  with  moderation. 

The  London  Statist  calculates  that  Great  Britain 
is  buying  abroad  at  the  rate  of  about  $5,000,000,000 
per  annum,  and  selling  abroad  at  the  rate  of  about 
$2,000,000,000  per  annum,  the  cost  of  its  importa- 
tions being  largely  increased  by  the  prevailing  high 
prices. 

In  view  of  the  general  tendency  in  England  for 
wage-earners  to  ask  for  higher  pay,  and  for  em- 
ployers to  use  these  requests  as  the  basis  for  higher 
prices,  a  joint  conference  was  held  early  this  month, 
participated  in  by  the  Prime  Minister,  Chancellor 
of  the  Exchequer,  President  of  the  Board  of  Trade, 
and  a  large  body  of  delegates  representing  the  labor 
unions.  They  made  an  urgent  appeal  to  the  dele- 
gates to  interpose  their  influence  to  check  the  pres- 
entation of  demands  for  higher  wages,  and  the 
delegates  responded  by  adopting  the  following  reso- 
lution : 

"That,  having  heard  the  very  important  statements  pre- 
sented to  the  conference  by  the  Prime  Minister,  the  Chan- 
cellor of  the  Exchequer,  and  the  President  of  the  Board  of 
Trade,  we  hereby  resolve  to  arrange  for  an  adequate  num- 
ber of  copies  of"  the  official  report  of  their  speeches  to  be 
supplied  to  the  members  of  all  trade  unions,  and  to  com- 
mend to  their  earnest  and  favorable  consideration  the  ap- 
peals contained  therein." 

A  Ficti'ti'oufl  Prosperity. 

It  is  evident  that  there  must  be  something  ficti- 
tious in  a  prosperity  which  arises  from  vast  expen- 
ditures which  have  no  permanent  economic  value, 
and  which  come  in  part  from  a  saved-up  fund 
which  may  be  eventually  exhausted.  A  spendthrift 
is  not  enjoying  real  prosperity  while  he  is  dissipat- 
ing his  inheritance.  We  know  that  the  countries 
engaged  in  the  war  have  all  sold  large  amoiints  of 
American  securities  and  are  poorer  in  capital  by 
having  done  so.  Some  of  them  have  borrowed 
extensively  in  this  country  and  are  the  poorer  for 
these  obligations.  Moreover,  heavy  losses  may  be 
suffered  within  the  belligerent  cotmtries,  without 


buying  or  selling  abroad.  There  is  an  exhau 
of  merchandise  stocks,  unless  tliey  are  repleni: 
and  there  is  a  wearing  out,  deterioration  and  ( 
lescence  of  equipment,  structures  and  every 
of  property,  unless  repairs  and  replacement* 
made.  Moreover,  if  the  savers  of  capital  and 
ers  of  property,  who  are  the  leaders  and  organ 
of  industry,  pledge  their  credit  for  the  suppo 
the  governments,  and  later  have  to  pay  most  o 
taxes  entailed  by  the  war,  the  effect  will  b< 
same  as  the  cancellation  of  a  large  part  of 
advances,  and  will  leave  them  with  less  capita 
conducting  industry  and  for  the  advancemei 
industry  than  they  had  before.  Therefore, 
progress  of  the  world  will  be  slower,  not  only 
ing  the  war  but  after  the  war,  because  of  the  d 
sion  of  capital  to  unproductive  uses  and  the  p 
of  anticipated  income  for  years  ahead.  The  g 
est  loss  by  the  war  undoubtedly  is  in  this  ( 
upon  normal  progress,  rather  than  in  a  retroj 
movement  from  the  position  occupied  by  the  \ 
when  the  war  began. 

The  world  has  been  moving  ahead  under 
and  increasing  momentum  in  recent  years,  owi 
part  to  the  more  general  diffusion  of  educatioi 
knowledge  among  the  people  and  the  consei 
gains  in  efficiency,  and  in  part  to  the  rapid  ace 
lation  of  capital  enabling  new  ideas  in  indu 
methods  to  be  put  promptly  into  use.  The  i 
has  been  seen  in  an  enormous  increase  in  the 
ductive  capacity  of  the  industries  and  in  the  vc 
of  products  distributed.  The  economic  losses  c 
war  are  chiefly  in  the  halt  which  has  been  imi 
upon  this  development,  and  in  the  loss  of  pace  > 
must  be  felt  after  the  war  is  over,  unless,  how 
there  comes  from  the  war  itself  a  mental  stit 
or  a  change  of  methods  which  will  increase  pr 
tion.  It  is  always  a  mistake  to  think  of  the  pr 
tive  capacity  of  a  people  as  fixed  and  the  same 
one  time  to  another,  and  nobody  can  foresee 
rapidly  it  may  increase  after  peace  is  restored 
particularly  if  peace  should  be  accompanied  bv 
promises  to  be  a  permanent  good  understand! 

Allowing  for  possibilities  of  this  kind,  ind 
everywhere  after  war  will  have  to  come  do\ 
the  normal  basis,  where  goods  are  produce( 
sale  on  the  market  and  wages  necessarily  b 
relation  to  the  selling  value  of  the  goods. 

The  ^Var  anJ  AVorl<3  Prosperity. 

The  war  has  effected  a  revival  of  industry  i 
United  States,  and  general  opinion  the  world 
holds  that  this  country  will  occupy  a  much  str< 
position  relatively  in  international  trade  and  fii 
hereafter.  Certainly  it  will  have  bought  he 
large  share  of  the  securities  representing  Ame 
properties  that  have  been  held  abroad,  and 
likely  the  balance  of  payments  on  account  of 
est  and  dividends  will  be  in  our  favor.  But  wh 
this  signifies  a  gain  over  what  our  position  \ 
have  been  without  the  war  is  a  different  que 
We  have  prospered  in  the  past  by  using  fo 
capital  and  thought  there  was  advantage  in  h 
it  rather  than  in  returning  it.    Had  we  reache 


lere  in  the  natural  order  this  would  no 
t  true?  Even  if  we  had,  and  if  interest 
i  found  a  permanent  level  in  this  country 
5  in  England  and  France,  there  would  not. 
irmal  conditions,  have  been  such  a  whole- 
rn  of  our  securities.  Our  accumulations 
capital  would  have  gone  into  new  under- 
at  home  or  abroad.  Instead  of  making 
id  other  materials  of  warfare  during  the 
-,  we  would  have  made  structural  steel  and 
Its  of  industry,  and  while  the  immediate 
jght  have  been  less,  nobody  can  doubt  that 
th-producing  capacity  of  the  world  would 
n  greater  in  the  latter  case;  and  since  the 
if  consumable  wealth  is  always  liquid,  it 
an  be  questioned  that  in  the  long  run  the 
f  this  country  as  well  as  other  countries 
Lve  been  better  off. 

f  the  common  grievances  against  the  labor 
:ions  is  that  they  persistently  endeavor  to 
he  output,  acting  upon  the  mistaken  idea 
e  is  only  a  limited  amount  of  work  to  be 
i  that  it  is  good  policy  for  them  to  make 
far  and  pay  as  much  in  wages  as  possible 
)ry  that  we  will  do  better  in  trade  with 
itain  and  Germany  out  of  the  competition 
upon  a  similar  error — upon  the  supposition 
e  is  only  a  limited  amount  of  work  to  be 
the  world,  and  only  a  limited  amount  of 
be  had;  whereas  there  is  practically  no 
the  amount  of  work  to  be  done,  or  to  the 
)f  wealth  that  may  be  created, 
ide  in  the  last  analysis  consists  of  an  cx- 
f  commodities,  and  the  greater  a  country'51 
m  the  greater  its  purchasing  power  will 
!at  Britain  and  Germany  have  helped  to 
e  trade  they  have  enjoyed  by  lending  capi- 
le  countries  having  undeveloped  natural 
5,  by  which  the  latter  were  able  to  increase 
duction  of  things  the  world  wanted.  They 
in  the  United  States  and  have  done  it  in 
merica  and  elsewhere,  and  if  they  are  un- 
upply  capital  in  like  manner  in  the  future, 
lent  will  be  checked  and  all  trade  will  be 
in  consequence. 

Inited  States  has  an  opportunity  to  intro- 
goods  into  new  markets,  but  those  markets 
ake  goods  as  in  the  past  unless  they  are 
with  capital  from  outside.  In  other  words, 
c  to  take  the  place  of  Great  Britain  and 
r  in  foreign  trade,  we  must  do  their  work, 
have  the  problem  of  doing  it  and  taking 
-  own  securities  at  the  same  time. 

3n  Muflt  be  Increased. 

United  States  is  to  make  any  real  gains 
jese  conditions,  or  escape  its  share  of  the 
losses,  it  must  be  done  by  using  its  produc- 
^ers  and  resources  with  a  new  and  extra- 
degree  of  co-ordination  and  efficiency, 
and  lost  motion  in  the  industrial  organiza- 
t  be  reduced  to  the  minimum,  and  the  com- 
^alue  of  saving,  of  capital  accumulation  and 
mical  methods,  must  be  more  highly  appre- 


ciated. If  the  waste  of  effort  and  of  capital  in  war 
involves  loss  to  all  classes,  so  gains  in  efficiency  and 
in  capital  mean  benefits  to  all  classes. 

There  is  a  great  and  increasing  interest  in  social 
problems,  and  everybody  is  concerned  that  the  con- 
ditions under  which  all  of  the  people  work  and  live 
-hall  show  constant  improvement.  This  is  the  end 
and  object  of  industrial  progress.  But  a  great  many 
•A'ell-meaning  and  even  intelligent  and  highly  edu- 
cated people  do  not  seem  to  understand  that  this  up- 
ward movement  is  most  eflFectually  promoted  by  in- 
creasing the  sum  total  of  production.  Substantial 
gains  in  the  position  of  either  wage-earners  or  em- 
ployers are  not  made  at  the  expense  of  each  other, 
by  reducing  profits  or  wages,  but  by  increasing  the 
output,  which  is  always  possible  and  constantly  be- 
ing done.  It  has  been  by  this  means  that  wages  in 
the  steel  industry  have  been  advanced  and  profits  in 
the  aggregate  increased,  simultaneously,  while  at  the 
^ame  time  steel  products  have  been  reduced  in  price 
to  the  public  and  the  consumption  of  steel  in  the 
service  of  the  community  enormously  increased. 
The  same  development  has  been  going  on  all  around 
'he  circle  of  the  industries,  showing  that  it  is  the 
natural  course  of  industrial  progress. 

The  enlargement  of  production  comes  about  in 
two  ways,  viz. :  By  the  increasing  intelligence  and 
skill  of  the  whole  body  of  workers  and  the  improved 
methods  which  they  devise,  and  by  the  use  of  ac- 
cumulated capital  in  machinery  and  all  the  organized 
facilities  of  production  and  distribution.  There  is 
no  uniform  rate  of  profits  for  capital,  and  no  mere 
attack  upon  profits  can  be  a  practical  method  of 
helping  the  wage-earners.  Profits  range  in  every 
■ine  of  business  from  a  minus  quantity  upward  to 
the  new  records  made  in  the  automobile  business, 
but  tlie  fact  commonly  overlooked  is  that,  whatever 
they  amount  to,  over  and  above  what  are  consumed 
by  the  proprietor  and  his  dependents,  they  are 
turned  back  into  industry,  and  devoted  to  increasing 
production,  which  is  a  social  purpose.  It  is  evident 
that  m.any  people  are  accustomed  to  think  of  large 
fortunes  as  devoted  wholly  to  the  comfort  and  pleas- 
ure of  the  owners,  but  this  is  a  misconception,  and 
one  which  works  a  vast  amount  of  mischief.  The 
surplus  incomes  which  make  up  the  grmving  for- 
tunes all  exist  in  machinery,  structures,  equipment 
and  other  forms  of  capital  employed  in  making 
goods  plentiful  for  the  consuming  millions.  The 
socialists  themselves  could  not  devote  surplus  in- 
comes more  completely  to  public  service,  and,  if 
they  had  their  way,  probably  would  apply  them 
much  less  effectively. 

Evil  oT  Class  Antagoniflmg. 


It  shows  how  firmly  established  has  been  the 
policy  of  restriction,  that  even  after  more  than  a 
year  of  a  w^ar  which  is  taxing  Great  Britain's  re- 
sources to  the  utmost,  the  Minister  of  Munitions, 
a  man  whose  sympathy  for  the  wage-earning  class 
has  been  demonstrated  by  activities  in  their  behalf 
throughout  his  public  career,  has  been  compelled 
to  make  a  public  appeal  for  a  further  relaxation  of 
rules  in  order  that  unskilled  labor  may  be  utilized 


and  the  output  of  war  supplies  increased.  There 
is  here  no  question  of  unemployment  among  mem- 
bers of  the  organizations,  or  of  employers'  profits, 
nothing  but  stubborn  maintenance  of  rules  which 
undoubtedly  are  an  embarrassment  to  production  at 
all  times.  Of  course  the  blame  for  unreasonable 
restrictions  docs  not  all  belong  to  the  labor  organi- 
zations. The  rigid  attitude  which  they  hold  has 
been  fixed  by  the  long  struggle  with  employers,  and 
in  that  struggle  the  labor  organizations  have  not 
always  been  m  the'wrong.  They  now  feel  that  they 
arc  entrenched  and  established  by  custom  and  agree- 
ments in  a  certain  position  and  that  they  risk  a 
great  deal  in  abandoning  it.  They  do  not  admit  a 
lack  of  patriotism,  but  fear  that  advantage  may  be 
taken  of  their  patriotism  if  they  show  it  in  such 
concessions. 

No  matter  how  mistaken  their  views  may  be,  or 
how  much  they  stand  in  their  own  light,  their  atti- 
tude and  state  of  mind  present  a  very  real  and 
serious  problem.  There  is  no  remedy  for  a  state  of 
mind  except  in  such  a  presentation  of  the  facts  as 
will  change  it.  Great  Britain  is  weakened  and  im- 
perilled in  this  crisis  by  these  class  antagonisms,  and 
in  every  other  country  they  are  a  drag  upon  pro- 
gress. There  is  a  common  interest  in  overcoming 
them  and  bringing  about  a  better  understanding. 
The  end  of  the  year  announcements  of  wage-bonuse> 
and  benefits  of  various  kinds,  more  numerous  each 
year,  encourage  the  belief  that  the  leaders  of  indus- 
try in  this  country  are  alive  to  the  importance  of 
winning  the  confidence  and  hearty  co-operation  of 
their  wage-earning  partners. 


'evelopi 


ing  Eff 


iciency. 


The  entire  community  is  interested  in  developing 
to  the  fullest  degree  the  capabilities  of  every  indi- 
vidual, and  the  possibilities  of  thus  increasing  pro- 
duction and  wealth,  and  thereby  increasing  trade, 
enlarging  the  distribution  of  comforts  and  raising 
the  standard  of  living,  are  evidently  enormous.  It 
is  a  habit  of  mind  to  think  of  the  things  with  which 
we  are  familiar  as  fixed  and  certain.  The  workman 
thinks  of  the  amount  of  work  to  be  done  as  a  cer- 
tain quantity,  the  employer  thinks  of  an  average 
day's  work  as  yielding  a  given  product,  and  the 
whole  community  thinks  of  each  individual's  earn- 
ings as  something  that  concerns  nobody  but  himself, 
while  the  fact  is  that  all  of  these  quantities  must  be 
constantly  changing  if  progress  is  made,  and  every- 
body is  interested  in  promoting  such  changes. 

In  the  same  sense  that  the  countries  of  South 
America  must  be  large  producers  in  order  to  be 
large  purchasers,  our  own  people  individually  must 
be  large  producers  in  order  to  be  large  consumers ; 
and  in  the  same  sense  that  it  will  pay  to  develop  the 
capabilities  of  South  America  it  will  pay  to  develop 
the  capabilities  of  our  own  people.  There  doubtless 
are  greater  trade  possibilities  at  home  than  abroad, 
but  neither  field  need  be  neglected  for  the  other. 

There  are  many  significant  signs  that  indicate  a 
growing  appreciation  of  the  common  interest  in  en- 
larged production.    The  increasing  cost  of  food  and 


other  agricultural  products  in  recent  years,  ofTse 
as  it  has  in  large  degree  the  progress  made  in  ( 
lines  of  industry,  has  prompted  widespread  ef 
to  develop  more  scientific  methods  in  agricul 
Railroad  companies  led  in  this  work,  but  mam 
curers  of  farm  implements,  bankers  and  others 
followed  zealously.  The  American  Bankers'  / 
ciation,  through  its  committee  headed  by  Mr.  ] 
Harris,  of  the  First  National  Bank  of  Champ 
Illinois,  has  been  publishing  an  excellent  mon 
the  "Banker-Farmer,"  which  is  given  wide  cir 
tion  through  the  members  of  the  Association. 
Illinois  Bankers'  Association  has  been  giving  u 
meetings  and  practically  all  of  the  energies  o 
organization,  through  its  efficient  secretary,  M 
L.  Crampton,  to  the  promotion  of  agriculture, 
this  month  will  hold  a  several  days'  conferen< 
Chicago,  upon  the  subject  of  "Community  Dev^ 
inent."  Other  bankers'  associations  are  doing  : 
lar  work,  and  under  the  stimulus  of  these  effort 
individual  bankers  in  their  local  communities 
personally  giving  aid  in  the  purchase  of  high 
stock,  the  employment  of  competent  county  a| 
or  advisors,  the  circulation  of  instructive  liter* 
and  by  other  means. 

The  good  of  all  this  is  apparent.  If  the  f 
can  be  made  more  productive,  and  the  proceJ 
delivery  from  producer  to  consumer  can  be  sii 
ned,  the  benefits  will  reach  everybody,  and  sir 
Denefits  are  to  be  had  from  increased  production 
improved  organization  in  all  other  fields. 

A  Tbnrt  Campaign. 

The  American  Bankers'  Association  has  noT! 
augurated  a  country-wide  campaign  for  the  pr< 
cion  of  savings,  and  invites  the  co-operatioi 
bankers,  business  men,  school  authorities  and 
public  generally,  in  making  it  as  influential  as 
>ible.  In  December,  1916,  will  occur  the  lOOtl 
niversary  of  the  founding  of  the  first  savings 
m  the  United  States,  and  the  results  of  this 
paign  will  be  made  known  at  that  time.  The  / 
ciation,  through  the  Secretary  of  its  Savings  1 
section,  Mr.  M.  W.  Harrison,  has  prepared  a  1 
assortment  of  literature,  blanks,  circulars  oi 
struction,  etc.,  but  of  course  it  must  have  inter* 
local  help  in  every  community  to  make  its  j 
effective.  The  local  bankers  are  the  natural 
in  the  movement,  for  they  have  the  assurance 
only  that  they  will  be  promoting  a  good  p 
course,  but  that  the  results  will  directly  compel 
them  for  their  efforts.  Movements  of  this 
have  an  unusual  dignity  and  effectiveness  when 
ried  on  by  a  nation-wide  organization  for  a  1 
public  purpose,  and  afford  a  special  opportimit] 
every  well-disposed  person  to  give  help. 

A  campaign  for  savings  is  deserving  of  sup 
at  any  time,  but  now  more  than  ever  it  shoulc 
peal  to  public  favor.  An  especial  effort  wil 
made  to  enlist  the  co-operation  of  the  p 
schools,  and  teach  the  children  the  principles 
habits  of  thrift.  The  campaign  will  be  ably  anc 
thusiastically  led  and  if  proper  co-operation  is  g 
there  will  be  results  worth  while. 


onal  TraJe  and  Finance. 

)ast  year  has  been  a  phenomenal  one  in  the 
ional  exchanges,  witnessing  a  swing  from  an 

position  to  a  favorable  one  that  is  without 
el.  The  month  of  December,  1914,  with  a 
le  balance  on  merchandise  account  of  $131,- 

showed  the  trend  of  the  development  to 
ut  even  then  the  holdings  of  American  se- 

in  Great  Britain  and  Europe  bulked  large 
linds  of  our  people ;  it  seemed  to  be  inevit- 
t  they  would  come  out,  that  their  sale  in  this 

would  take  up  our  surplus  capital  to  such 
It  that  little  would  be  left  for  home  enter- 
nd  that  unemployment  and  poor  trade  would 
Esult. 

two  compilations  of  foreign  holdings  of 
m  railway  securities  which  have  been  made 
Loree,  President  of  the  Delaware  &  Hud- 
Iway  Company,  show  that,  in  fact,  sales 
^n  very  large,  aggregating  $480,0(X),(XX)  par 

railway  stocks  and  bonds  in  the  six  months 
aly  31st. 

ing  for  industrial  issues,  municipal  bonds, 
-y  variety  of  investments,  this  rate  of  trans- 
ild  indicate  an  aggregate  in  the  year  of 
,200,000,000  par  value,  although  we  find  it 
to  believe,  in  view  of  the  known  borrowings 
pe  in  this  market  and  the  importations  of 
It  our  purchases  of  securities  can  have  ex- 
if  they  have  reached,  $1,000,000,000  cash 

le  eleven  months  to  the  end  of  November 
ice  in  favor  of  this  country  on  merchandise 
Vv^as  $1,576,073,000,  and  reckoning  the  bal- 
December  as  a  little  above  that  in  November 
I  for  the  year  will  come  to  about  $1,750,- 

st  this,  however,  must  be  counted  the  in- 
;ems  of  the  international  account,  which  are 
and  insurance  on   imports,  dividends  and 

travelers'  expenditures  and  personal  gifts. 
/  expenditures  have  been  light,  and  possibly 
f  similar  expenditures  in  this  country;  the 
ems  can  hardly  be  less  than  $200,000,000, 
ucting  this  sum  would  leave  a  net  balance 
ivor  of  $1,550,000,000. 
le  other  hand  foreign  loans  in  this  country 
^regated  about  $1,000,000,000,  and  net  gold 

something  over  $400,000,000.     If  to  these 
$1,000,000,000  of  securities  taken  back  the 
bits  against  us  are  $2,400,000,000. 
s  connection  it  is  to  be  considered  that  large 

payments  have  been  made  upon  contracts, 
t  the  loans  that  have  been  made,  nearly  all 
h  were  for  purchases  in  this  country,  are 
nportant  extent  unexpended.  But  for  the 
ships  and  consequent  congestion  of  freight 
ports  our  exports  would  have  been  much 
md  these  delayed  shipments  are  covered  by 
waiting  disbursement. 

;  also  remains  to  be  accounted  for  a  very 
nt  sum,  in  the  aggregate,  of  bank  deposits, 
iting  transfers  to  this  country  from  all 
;   of  the  globe,   for  safe-keeping  and   for 


business  purposes.  The  position  of  New  York,  out- 
side the  area  of  war,  the  stability  of  New  York  ex- 
change upon  a  gold  basis,  and  its  availability  for 
payments  anywhere,  have  attracted  these  funds. 

The  year  closed  with  sterling  exchange  close  to 
$4.75,  the  highest  point  reached  since  early  in  the  year, 
a  situation  due  to  the  loans  made  here  for  British 
account,  and  the  prospect  of  further  and  ample 
credits  to  be  supplied  by  the  mobilization  of  Amer- 
ican securities  in  the  hands  of  the  British  Govern- 
ment. 

On  the  basis  of  present  charges  for  insurance  and 
other  items  entering  into  the  cost  of  moving  gold, 
the  point  at  which  importations  can  be  profitably 
made  is  calculated  at  about  $4,765.  It  may  be  as- 
sumed that  this  is  the  mark  toward  which  exchange 
operations  are  tending. 

Banking  Conditions. 


Banking  funds  have  been  in  abundant  supply  all 
of  the  year,  with  rates  at  the  bottom  in  the  latter 
part.  Notwithstanding  the  revival  of  trade  there 
has  been  as  yet  but  slight  increase  in  the  supply  of 
commercial  paper,  and  practically  no  withdrawal  of 
funds  from  the  centers. 

The  principal  items  of  the  New  York  Clearing 
House  statement  for  the  weeks  ending  December 
26,  1914,  and  December  18,  1915,  are  as  follows: 

Dec.  18, 1915  Dec.  26, 1914 

Deposits    $3,387,880,000       $2,074,023,000 

Loans,  etc 3,176,823,000         2,179,530,000 

Total  reserve    723,428,000  463,228,000 

Surplus  reserve   163,767,250  121,874,000 

The  surplus  reserve  reached  $196,496,000  on 
June  19th,  at  which  time  the  loans  stood  at  $2,473,- 
578,000.  After  falling  off  slightly  they  rose  to  the 
highest  figures  of  the  year  $217,000,000,  for  the 
week  ended  September  18th,  when  loans  stood  at 
$2,734,379,000,  and  the  actual  reserve  was  $693,- 
000,000.  Since  then  the  surplus  has  been  diminish- 
ing as  the  loans  increased  and  for  the  last  week  of 
the  year  the  average  surplus  was  $143,599,980,  and 
the  actual  reserve  was  down  to  $712,099,000. 

It  is  evident  that  the  purchase  of  our  returning 
securities  and  the  placing  of  foreign  loans  in  this 
market  are  chiefly  responsible  for  the  increasing 
loans.  The  hugh  balance  of  trade  supplies  the  ex- 
change by  which  payments  are  made  abroad,  but 
the  people  who  supply  the  exports  are  not  the  same 
people  who  buy  the  securities  or  take  the  loans. 
The  former  must  have  their  pay  for  distribution 
among  their  employees  and  for  materials ;  the  latter 
must  be  taken  by  investors  through  their  savings  or 
by  means  of  loans.  The  process  of  exchanging 
goods  for  securities,  therefore,  means  a  conversion 
of  liquid  into  fixed  capital,  and  should  not  be  al- 
lowed to  go  too  far. 

Mobilizing  American  Securities. 


The  arrangements  contemplated  by  the  British 
government  for  mobilizing  American  securities 
owned  in  Great  Britain,  for  the  purpose  of  creating 
further  credits  in  the  United  States  have  been  an- 
nounced and  will  soon  be  in  effect.  Briefly  stated, 
they  provide  that  the  government  will  either  buy 


American  securities  outright,  at  New  York  quota- 
tions from  day  to  day,  making  payment  in  five  per 
cent  five-year  Exchequer  Bonds  at  par,  or  it  will 
borrow  them  for  use  as  collateral  to  Treasury  loans. 
In  the  latter  case  the  owner  will  continue  to  receive 
all  interest  or  dividend  payments,  and  will  also  re- 
ceive a  bonus  from  the  Treasury  of  one-half  per 
cent  on  the  face  value  of  the  stocks  or  bonds.  The 
government  reserves,  however,  in  this  agreement, 
the  right  to  sell  these  borrowed  securities  if  it  is 
found  necessary  to  do  so,  in  which  event  it  will  buy 
them  of  the  depositor,  adding  2^/2  per  cent  to  the 
mean  of  the  high  and  low  quotations  of  the  New 
York  stock  exchange. 

This  reservation  is  explained  by  the  Chancellor 
of  the  Exchequer  as  necessary  to  enable  the  gov- 
ernment to  pledge  the  securities.  Evidently  it  could 
not  pledge  them  without  having  the  right  to  dispose 
of  them  finally,  but  the  Chancellor  expressed  the 
opinion  that  the  reservation  would  never  be  availed 
of. 

■  The  Treasury  is  to  undertake  at  the  request  of 
the  depositor  at  any  time  during  the  currency  of 
the  loan  to  sell  the  securities  on  his  behalf  in  New 
York  and  pay  over  to  him  the  proceeds  in  sterling 
at  the  exchange  of  the  day,  without  deduction  for 
brokerage  or  commission,  or,  if  the  depositor  pre- 
fers it,  to  allow  him  to  make  his  own  arrangements 
for  sale  on  condition  that  the  proceeds  are  remitted 
to  the  United  Kingdom  through  the  Treasury 
Agents  in  New  York. 

At  the  end  of  the  two  years  from  the  date  of  the 
deposit  the  remaining  securities  will  be  returned  to 
the  depositor  in  exchange  for  the  Treasury  cer- 
tificates. Arrangements  will  be  made  for  dealing 
on  the  Stock  Exchange  in  Treasury  certificates  of 
deposit,  and  to  set  up  a  Treasury  register  for  trans- 
ferring the  deposited  securities  from  one  holder  to 
another. 

In  presenting  the  plan  to  the  House  of  Commons 
the  Chancellor  of  the  Exchequer  referred  to  the  im- 
mense purchases  which  it  was  necessary  for  Great 
Britain  on  behalf  of  herself  and  allies  to  make  in 
the  United  States.  These  created  an  adverse  bal- 
ance of  trade  for  the  time  being  which  it  was  neces- 
sary to  meet,  either  by  raising  loans  in  this  country 
or  selling  securities.  It  was  known  that  there  were 
in  Great  Britain  a  large  amount  of  American  and 
Canadian  securities.  The  amount  was  unknown 
but  estimated  all  the  way  from  £300,000,000  to 
£800,000,000  ($1,500,000,000  to  $4,000,000,000). 
He  said  that  if  these  securities  were  sold  in  the  ordi- 
nary course  of  business  the  desired  result  in  main- 
taining exchange  rates  would  be  secured,  but  that 
unless  some  general  movement  to  mobilize  them 
was  organized  the  full  advantage  probably  would 
not  be  obtained  from  them.    He  said : 

"The  Government  wanted  to  get  these  securities,  as  far 
as  possible,  into  one  hand  so  that  they  might  be  controlled 
and  used  for  the  purpose  of  paying  our  debts  in  the  United 
States.  They  believed  that  these  securities  would  afford 
us  a  very  great  resource  which  would  be  fully  sufficient  to 
meet  our  liabilities,  and  therefore  to  maintain  a  good  level 
of  exchange  with  the  United  States  for  a  period  which  he 
trusted  wotild  be  at  least  as  long  as  the  war  would  last. 

'The  Government  recognized  to  the  full  that  it  was  as 
much  our  interest  as  it  was  the  interest  of  the  United  States 


that  nothing  should  be  done  which  would  har 
market  or   mjure  their  financial   business,  and 
the  Government  would  certainly  exercise  every 
nothmg  was  done  to  embarrass  the  financial  inter* 
United  States." 

Bond  Market  m  1915. 


The  influence  of  the  war  upon  the  bond 
has  been  one  of  the  most  interesting  studie 
past  year. 

When  the  bond  section  of  the  New  Yor 
Exchange  timorously  resumed  trading  at  th( 
November,  1914,  it  was  the  almost  unanimc 
mg  of  investment  bankers  that  the  general  1 
interest  rates  must  necessarily  be  upwards, 
price  of  fixed  interest  bearing  securities  nee 
downward  for  a  period  of  several  years.  1 
the  logical  thing  to  expect,  and  it  is  what 
curred  in  other  security  markets  during  1^ 
the  revival  of  confidence,  growing  industri 
perity  and  easy  monetary  conditions,  exp< 
by  the  United  States  have  made  a  different  s 
here.  This  country  has  absorbed  the  E 
offerings  and  also  very  considerable  domesti 
on  a  scale  of  advancing  prices. 

Of  course  the  most  important  transaction 
year  have  occurred  outside  of  the  New  Yor 
Exchange,  but  the  figures  of  bond  transactio 
furnish  a  very  convenient  and  fairly  reliable 
eter  of  investment  conditions.  It  is  tl 
interesting  to  note  that  the  total  bond  tran 
on  the  New  York  Stock  Exchange  for  the  y 
amotmt  to  about  $955,000,000,  a  figure  wl 
been  exceeded  in  only  five  years  in  the  last 
The  average  price  of  ten  representative  hig 
long  term  railroad  bonds  stood  at  87.85  on 
ber,  30,  1914,  while  the  average  price  of  tl 
ten  bonds  on  December  28,  1915,  was  93.6 
New  York  Times*  average  of  40  bonds  sh 
figure  of  81.53  at  the  beginning  of  Januar 
as  against  86.41  on  December  29,  1915. 

For  several  years  prior  to  1915  a  numbei 
largest  railroads  and  corporations  of  the 
had  found  themselves  virtually  forced  into  fi 
by  issues  of  short  term  notes,  because  of  t 
limited  demand  by  investors  for  long  term 
ties.  The  volume  of  these  short  term  noi 
standing  was  felt  to  constitute  a  serious  mc 
the  general  situation.  It  is  a  most  noteworl 
ture  of  the  year  that  a  number  of  these  not 
have  been  taken  care  of  by  permanent  finan 

There  is  no  more  interesting  commentai 
the  improvement  in  the  market  during  the  yc 
the  comparison  between  the  New  York 
financing,  undertaken  in  the  first  half  of  19 
the  Erie  Railroad  financing,  announced  at  t 
close  of  the  year.  The  New  York  Central, 
road  which  is  regarded  by  many  as  one  of 
finest  transportation  properties  in  the  count 
which  has  earned  large  amounts  in  excess 
fixed  charges  over  a  period  of  years,  foun 
forced,  in  order  to  take  care  of  its  large  am 
short  term  indebtedness,  to  offer  to  its  stock 
6%  Convertible  Debentures  at  par,  and  th( 
bentures  sold  on  the  market  in  April,  1915, 


At  the  close  of  the  year  the  Erie  Rail- 
^ring  a  new  series  of  its  Convertible  4% 
nvertible  into  stock  at  50)  to  its  stock- 
85,  to  yield  less  than  4%%,  and  these 
ilready  quoted  in  the  open  market,  on  a 
id  basis,  at  a  premium  of  about  2>4 

on  to  the  New  York  Central  and  Erie 
he  Seaboard  Air  Line  Railway,  the  Bal- 
)hio  Railroad,  the  Delaware  &  Hudson 
Pennsylvania  Railroad,  and  the  Atchi- 
a  and  Santa  Fe  Railroad  have  provided 
Tiounts  of  obligations,  which  have  either 
iring  the  year,  or  are  to  mature  in  the 
ely  near  future.  Two  railroads,  the 
acinc  and  the  Missouri,  Kansas  &  Texas, 
arried  down  into  receivership  during  the 
se  of  inability  to  refund  maturing  note 

on  to  the  loans  which  we  have  made  to 
ain,  France,  Italy,  Argentine,  Russia, 
\^orway,  Sweden,  Switzerland  and  Can- 
e  purchase  of  foreign  holdings  of  securi- 
in  in  the  American  markets,  several 
isactions  have  taken  place  involving  the 
>y  American  railroads  of  particular  bond 
td  abroad  some  years  ago  and  payable 
eign  currency.  These  transactions  have 
ible  to  the  railroads  entirely  because  of 
t  of  practically  all  foreign  currencies  in 
the  United  States  dollar.  Thus,  the 
ia  Company  has  sold  43^%  Gold  Loan 
,  due  June  15,  1921,  to  take  up  its  Paris 
0,000,000  francs,  maturing  on  the  same 
:he  Chicago,  Milwaukee  &  St.  Paul  is 
)  refund  its  Paris  issue  of  250,000,000 
Bonds  due  1925,  with  a  similar  issue  of 
payable  in  United  States  dollars.  The 
*acific  Company  is  also  planning  to  re- 
mtral  Pacific  Collateral  4%  Paris  issue 
ler. 

n  Municipal  bonds  report  that  they  have 
st  year  in  1915  that  they  have  enjoyed 
^ears.  Any  increase  in  the  income  tax 
y  of  the  exemption  limit  is  of  course 
icrease  still  further  the  popularity  of 
)onds  with  investors, 
th  of  December  will  show  transactions 
120,000,000  in  bonds  on  the  New  York 
lange,  making  the  closing  month  of  the 
d  only  to  November  in  total  activity, 
je  price  of  40  bonds,  compiled  by  the 
Times,  has  decreased  slightly  during  the 
nding  at  86.41  on  December  29th  as 
M  on  November  30th.  The  most  active 
ng  the  month  were  the  Anglo-French 
with  transactions  of  about  $23,000,000. 
greater  part  of  the  activity  in  this  issue 
after  the  closing  of  the  Syndicate  on 
1 5th,  and  it  seems  entirely  reasonable  to 
:  for  the  month  from  December  15th, 
nuary  15,  1916,  the  volume  of  transac- 
s  issue  will  exceed  the  greatest  monthly 
any  single  bond  issue  ever  dealt  in  on 
fork  Stock  Exchange.     The  next  most 


active  issues  were  the  International  Mercantile 
Marine  4>^'s  ($8,833,000),  New  York  Central  Con- 
vertible 6's  ($5,119,000),  and  Interborough  Rapid 
Transit  5's  ($3,206,000). 

The  year  closes  with  the  bond  market  in  a  most 
healthy  and  satisfactory  condition.  The  general 
opinion  among  investment  dealers  is  that  we  will 
have  a  continuation  of  good  times  in  the  bond  mar- 
ket during  1916  and  that  the  January  demand 
should  be  unusually  heavy  this  year. 

Anglo-Frencli    Loan. 


With  the  dissolution  of  the  underwriting  syndi- 
cate the  Anglo-French  bonds  have  had  a  free  mar- 
ket, and  without  artificial  support  declined  several 
points  below  the  issue  price,  with  some  recovery 
from  the  lowest  price.  No  particular  significance 
attaches  to  the  decline,  which  is  not  surprising 
under  the  circumstances.  The  issue  was  the  largest 
ever  placed  at  one  time  in  this  country  and  it  was 
offered  under  unusual  conditions.  Moreover,  it  is 
the  largest  loan  ever  absorbed  or  offered  at  one  time 
in  any  foreign  market.  Many  subscriptions  were 
made  by  bankers  and  other  business  men  upon  the 
understanding  that  the  exchange  situation  between 
New  York  and  London  must  be  supported,  in  order 
that  our  foreign  trade  might  go  on  and  that  the 
revival  of  industry  in  this  country  might  not  be 
checked.  This  end  having  been  accomplished  some 
of  these  subscribers  having  other  and  more  active 
uses  for  their  funds  have  chosen  to  realize  on  their 
holdings  even  at  a  small  sacrifice.  A  good  natural 
market  has  developed,  but  it  may  be  that  buying  has 
been  to  some  extent  restricted  by  current  talk  that 
other  loans  would  be  offered,  and  possibly  upon 
better  terms.  The  latter  supposition  is  improbable, 
although  there  is  a  recognized  possibility  that  other 
loans  may  be  offered  with  collateral  security.  Such 
an  issue  would  in  no  way  impair  the  value  of  this 
loan,  which  as  a  joint  and  external  obligation  of  the 
two  governments  occupies  an  exceptional  position. 

It  is  a  well-known  fact  that  American  bankers 
from  the  inception  of  the  negotiations  advised  a 
collateral  loan,  not  because  they  considered  col- 
lateral necessary  to  secure  payment,  but  because 
they  were  satisfied  that  under  the  conditions  exist- 
ing it  would  make  the  loan  go  better  and  enable 
more  money  to  be  raised. 

British  financial  writers  now  recognize  that  the 
terms  of  the  loan,  which  were  criticised  at  the  time, 
were  not  more  favorable  to  lenders  than  necessary 
to  make  the  loan  a  success  in  this  market. 

The  Industrial  Situation. 


The  industrial  situation  has  undergone  a  complete 
change  during  the  year.  The  war  itself,  in  the  first 
place,  laid  paralysis  upon  industry  and  credit. 
Nobody  would  assume  ability  to  foresee  the  effects 
of  such  an  unprecedented  convulsion  in  the  busi- 
ness world.  But  gradually,  as  it  became  certain 
that  Europe  would  buy  enormously  in  this  market, 
and  that  our  bank  reserves  would  be  strengthened 
by  heavy  importations  of  gold,  confidence  was  re- 
gained.   The  purchases  of  foodstuffs  and  army  sup- 


plies  gave  the  initial  impulse,  but  as  these  increased 
in  proportions,  and  the  effect  spread  to  collateral  in- 
dustries the  natural  bouyancy  and  hopeful  spirit  of 
the  country  was  revived.  In  the  last  quarter  of  the 
year  ail  lines  of  industry  have  been  working  practi- 
cally to  capacity. 

The  most  important  industries,  reckoning  by  the 
number  of  people  who  get  their  livelihood  from 
them,  are  agriculture,  mining,  including  the  produc- 
tion of  mineral  oil,  transportation,  the  building 
trades,  the  manufacture  of  construction  materials, 
such  as  steel,  iron  and  lumber,  and  the  manufacture 
of  clothing  and  clothing  materials,  including  textiles 
and  shoes.  At  tlie  close  of  the  year  these  are  all 
busy.  The  iron  and  steel  industry  is  sold  up  into 
the  last  half  of  the  coming  year,  and  planning  exten- 
sive additions  to  capacity.  Large  constructive  en- 
terprises have  not  been  entered  upon  in  many  in- 
stances, and  the  condition  of  the  iron  and  steel 
market  does  not  encourage  them  at  present,  but 
building  operations  in  the  cities  and  in  the  pros- 
perous farming  districts  are  back  to  the  making  of 
new  high  records.  The  building  permits  in  cities 
for  the  month  of  November  made  a  higher  aggre- 
gate than  ever  before  for  that  month. 

The  railway  managers  have  much  reason  to  be 
cheerful  over  the  year's  developments.  The  pros- 
perity of  the  country  has  brought  them  a  large  in- 
crease in  traffic,  which  they  have  so  far  been  able  to 
handle  with  a  comparative  light  increase  of  ex- 
penses, and  the  result  is  a  gratifying  improvement 
in  net  earnings.  The  large  expenditures  which  the 
roads  for  years  have  been  making  for  the  purpose 
of  reducing  the  cost  of  handling  traffic  are  doubtless 
a  factor  in  these  net  earnings,  but  the  situation 
of  the  roads  was  made  so  precarious  by  the  decline 
of  traffic  in  the  late  months  of  1914  that  they  re- 
sorted to  every  possible  economy,  and  the  sudden 
rise  of  income  compares  with  an  exceptionally  low 
level  of  expenses.  For  the  month  of  October  com- 
panies operating  248,000  miles  of  road  show  gross 
earnings  of  $31 1,179,375,  against  earnings  of  $274,- 
091,434,  for  244,917  miles  of  road  in  the  same 
months  of  last  year.  The  gain  in  gross  earnings  was 
13.57  per  cent,  and  in  net  over  33  per  cent.  It  must 
be  borne  in  mind  that  this  comparison  is  with  a 
month  of  very  poor  business  last  year,  and  that  it 
will  be  impossible  to  hold  expenses  down  to  the 
present  level.  Nevertheless,  the  situation  is  more 
hopeful  for  the  railways  than  it  has  been  for  some 
time.  The  amount  of  new  mileage  constructed  dur- 
ing the  year  is  the  smallest  since  1864. 

The  metal  mining  and  smelting  industry  has 
never  known  such  a  state  of  prosperity,  extending 
to  every  district  and  camp  producing  silver,  copper, 
lead  and  zinc.  The  same  is  true  of  oil  which  has 
advanced  rapidly  in  value  since  August  last,  with 
consumption  growing  and  stocks  diminishing.  Gas- 
oline production  and  consumption  have  grown  to 
enormous  proportions,  partly  as  a  result  of  the  de- 
mand created  by  the  war,  but  principally  on  account 
of  the  growing  use  of  automobiles,  gasoline  engines 
for  various  purposes,  and  tractors  for  agricultural 
work. 

The  lumber  business  has  been  rapidly  improving 


smce  September  last.  In  the  southwestern  fi. 
enlarged  demand  has  occasioned  an  adva 
Southern  pine  from  about  $12  to  $16.00  pe 
sand,  and  brought  the  mills  generally  into  fi 
duction  on  the  single  turn.  The  glass  in 
another  branch  of  the  building  material  trs 
prosperous.  The  glass  industry  of  Belgium 
standstill,  with  the  results  that  importatioi 
this  country  have  almost  ceased,  and  our  m? 
turers  are  doing  more  export  business  tha 
before. 

The  shipbuilding  plants  are  all  tied  up  wii 
tracts  which  will  occupy  their  capacity  for  tl 
two  years.  An  enlargement  of  capacity  mi 
possible,  so  far  as  additions  to  equipment  ai 
cerned,  but  it  is  reported  that  skilled  mechan 
not  to  be  had. 

Labor  is  now  fully  employed,  and  doubt 
the  highest  average  wages  ever  known.  Al 
the  number  of  foreign  reservists  returning  t 
native  lands  has  been  offset  by  immigrants, 
gain  of  population  by  immigration  has  beer 
below  other  years  and  for  the  fiscal  year  ende 
30,  1915,  was  but  50,000  against  765,000  in  th 
year  1914.  There  can  be  no  great  expansion 
dustry  beyond  the  present  rate  of  productioi 
out  more  workers  to  man  the  machinery. 

Although  the  war  business  is  a  large  factor 
present  state  of  activity,  it  is  smaller  relative! 
six  months  ago,  and  conditions  in  this  counl 
now  favorable  to  a  much  larger  volume  of  dc 
business  than  at  present  can  be  handled.  A 
feeling  exists  also  as  to  the  prospects  for  f 
business  after  the  war  is  over,  not  only  in 
now  neutral,  but  in  some  of  the  countries  t 
war.  It  is  recognized  that  both  at  home  and  ; 
the  permanence  of  this  prosperity  must  ulti 
iepend  upon  our  ability  to  keep  costs  down 
about  the  level  upon  which  the  rest  of  the 
will  do  business.  If  we  are  able  to  do  this  it 
tain  that  our  industries  can  be  fully  employe 

Outlook   m  Mexico. 


The  successes  of  the  Carranza  govemmen 
revived  the  hope  that  order  may  be  re-establis 
Mexico.  If  this  is  realized  the  numerous  Am 
interests  in  that  country  will  again  become  p; 
rive,  and  a  large  amount  of  equipment  and  ma 
will  be  wanted  for  the  rehabilitation  of  the  ra 
and  other  properties  that  have  been  wrecked  ( 
the  five  years  of  strife.  Obviously  the  ere 
Mexico  has  suffered  quite  as  much  as  its  pi 
properties,  and  even  after  peace  is  restorec 
side  investors,  before  placing  more  capital 
country,  will  be  interested  to  know  what  pol 
government  proposes  to  adopt  in  regard  to 
bursements  for  property  commandeered  b 
various  contending  authorities  or  destroye 
marauders  for  want  of  governmental  prote 
The  government  of  the  United  States  has  pal 
waited  for  the  Mexican  situation  to  clear  itsel 
a  responsible  government  emerge  from  the  dis 
When  this  has  occurred  and  the  situation  is 
under  control,  if  reparation  is  made  for  the 
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been  suffered,  confidence  in  the  country  | 
large  degree  restored.  On  the  other  hand, ! 
s faction  is  obtained  for  past  injuries,  it  I 
ally  be  a  good  many  years  before  capital  | 

0  Mexico  as  freely  as  it  did  before  the  | 
s  began.     Mexico  is  very  rich  in  natural  j 
and  so  easily  accessible  from  the  United  | 
.t  its  progress  would  be  rapid  if  security 
ments  could  be  assured. 

and  Marlceta. 

il  conclusions  of  expert  opinion  upon  the 
)s  do  not  sustain  the  high  estimates  made  j 
partment  of  Agriculture.    This  is  particu-  ; 
of  the  corn  crop,  which  is  now  agreed  to  i 

very  disappointing.  The  Government  in 
l1  report  places  the  total  production  at 
300  bushels,  but  in  a  supplemental  report 
1,  Minnesota,  the  Dakotas  and  Wisconsin, 
is  the  yield  in  those  states  at  180,000,000' 
t  to  husk,  out  of  an  estimated  crop  of 
)0  bushels.  This  reduction  alone  would 
:  total  crop  to  2,733,400,000,  but  the  entire 
half  of  the  corn  belt  suffered  likewise, 
t  observers  believe  the  yield  of  merchant- 
for  1915  is  below  that  of  1913,  which  was 
300  bushels,  and  the  lowest  for  a  dozen 
esults  from  feeding  it  are  reported  as 
tory,  and  the  western  live  stock  markets 
g  record-breaking  receipts  of  cattle  and 
ly  of  them  turned  out  of  the  feed  lots  in 

condition.    This  is  premature  marketing 

no  good  to  the  consumer  later. 

1  eat  situation  on  this  crop  has  been  a  re- 
one.  The  government  has  estimated  the 
tates  yield   above    1,000,000,000  bushels, 

the  case  of  corn,  the  trade  is  convinced 
nportant  allowance  must  be  made  on  ac- 
damage  to  winter  wheat  before  the  crop 
ed.  The  outturn  from  the  spring  planting 
^ery  large  but  from  the  winter  wheat  dis- 
•w  expectations.  Foreign  purchases  have 
i,  but  more  skillfully  made  than  last  year, 
hile  the  market  has  felt  the  influence  of 
buying  the  source  has  been  unknown. 
:anding  that  exports  early  in  the  season 
dedly  below  last  year's,  the  total  exports, 

flour,  from  the  United  States  and  Can- 
wenty-five  weeks  are  reported  by  Brad- 
5  194,791,035  bushels,  against  189,365,856 
1  the  corresponding  period  of  1914.  Of 
:ver,  Canada  has  supplied  much  the  larger 
grain  going  out  chiefly  through  this  coun- 

bulls  have  been  having  it  about  all  their 
of  late,  and  at  the  close  of  the  year  prices 
Lit  on  a  level  with  the  end  of  1914.  The 
heat  acreage  for  the  coming  crop  is  esti- 
the  Government  at  1 1  per  cent,  below  that 
:ar,  which  is  one  element  of  strength, 
inual  report  of  the  Federal  Bureau  of 
ndustry  states  that  in  addition  to  stamping 
pot  and  mouth  disease,  about  one-third  of 
in  the  South  formerly  quarantined  on  ac- 
the  cattle  tick  has  been  freed  of  that  pest. 


The  work  of  eradication  is  being  pushed  in  con- 
junction with  the  state  authorities,  and  the  report 
acknowledges  effective  co-operation  from  transpor- 
tation companies,  commercial  clubs,  bankers  and 
other  business  men  "who  were  far-sighted  enough 
to  realize  that  the  eradication  of  the  cattle  tick  and 
subsequent  development  of  the  live  stock  industry 
meant  an  increase  of  business  for  all  interests  con- 
cerned." 

The  cotton  crop  is  finally  estimated  by  the  Gov- 
ernment at  11,200,000  bales.  Ocean  freight  rates 
are  very  high,  so  that  there  is  now  a  difference  of 
about  three  cents  per  pound  between  New  York 
and  Liverpool.  The  production  of  cotton  goods  in 
England  is  below  normal,  owing  to  labor  shortage, 
and  of  course  the  curtailment  is  very  much  greater 
on  the  continent.  The  export  movement  is  accord- 
ingly far  below  normal.  The  American  and  Cana- 
dian mills  are  taking  more  than  usual,  but  not 
enough  more  to  anywhere  near  balance  the  Euro- 
pean reduction.  The  range  of  estimates  for  the 
consumption  of  American  cotton  is  from  12,500,000 
to  15, OCX) ,000  bales.  Europe  is  very  low  in  stocks 
of  cotton  and  if  the  war  should  end  prices  would 
probably  advance  rapidly.  The  probable  acreage  of 
the  next  crop  is  becoming  a  prominent  factor  in  the 
market  calculations. 

Government  Sonds. 


Attention  is  called  to  the  fact  that  on  and  after 
December  23,  1915,  national  banks  may  submit  ap- 
plications to  sell  their  bonds  under  circulation  ac- 
count at  par  in  accordance  with  the  provisions  of 
the  Federal  Reserve  Act.  The  application  should 
be  addressed  to  the  Honorable  Treasurer  of  the 
United  States  and  should  be  accompanied  by  certi- 
fied copy  of  resolution  of  the  Board  of  Directors  of 
the  bank  authorizing  the  withdrawal  of  the  bonds, 
together  with  Treasurer's  receipt  covering  them. 

The  necessary  forms  will  be  mailed  direct  from 
the  Treasury  Department  at  Washington,  D.  C, 
upon  request.  On  March  31,  1916,  and  at  the  end 
of  each  quarterly  period  thereafter,  the  Treasurer 
of  the  United  States  will  transmit  to  the  Federal 
Reserve  Board  and  to  the  Controller  of  Currency 
lists  of  all  such  applications  that  have  been  received 
at  least  ten  days  before  such  date. 

The  Federal  Reserve  Board  will  advise  the  Treas- 
urer of  the  United  States  and  the  Comptroller  of 
the  Currency  of  the  bonds  allotted  to  each  Federal 
Reserve  bank.  Upon  receipt  of  notice  of  such  allot- 
ments, the  Treasurer  of  the  United  States  will  call 
upon  the  Federal  Reserve  bank  or  banks  required 
to  purchase  the  bonds  to  deposit  lawful  money  of 
the  United  States  with  the  Treasurer  of  the  United 
States,  or  an  Assistant  Treasurer,  for  the  par  value 
and  accrued  interest  of  the  bonds  in  question.  Ac- 
crued interest  will  be  computed  to  include  the  date 
on  which  lawful  money  covering  the  purchase  price 
is  deposited.  Upon  receipt  of  any  such  deposits  the 
Treasurer  of  the  United  States  will  assign  the  bonds 
to  the  Federal  Reserve  bank  to  which  they  have 
been  allotted  by  the  Federal  Reserve  Board,  and  will 
deliver  them  to  the  Secretary  of  the  Treasury. 
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STATEMENT  OF  RESOURCES  AND  LIABILITIES  OF  EACH  OF  THE  TWELVE  FEDERAL 
RESERVE  BANKS  AT  THE  CLOSE  OF  BUSINESS  DECEMBER  30,  1915. 
(In  Thousands  of  Dollars) 


RKSOURCES 

Gold  coin  and  certif  s.  Set- 
tlement fund.  Cr.  Balances 

Gold  Settlement  Fund 

Gold  Redemption  Fund  . . 

Boston 

14,097 

4,279 

6 

N.Y. 

168.965 

6.717 

55 

Phila. 

6.440 
8,695 

Clev'd 

9  559 
11,042 

Rich'd 

5.223 

9,875 

334 

Atlanta 

4.872 

3.717 

307 

Chicago 

35,162 
1,256 

St  Louis 

2.967 

6.072 

25 

M'npl's 

2,700 

4.355 

30 

Kas.City 

8.381 

2.464 

107 

Dallas 

3975 

8,941 

200 

S.Fr'sco 

4205 
9,880 

2f 

- 

Total  gold  reserves.. 

Legal  tender  notes,  Silver 

certif 's  and  Sub.  coin.... 

18,382 
361 

175,737 

7.477 

15,135 
3.097 

20.601 
1.211 

15,432 
67 

8,898 
185 

36,418 
630 

9.064 
93 

7.085 
20 

10,952 
120 

13,176 
259 

14.085 
5 

34 

1 

Total  Reserves 

18,743 

183,214 

18,232 

21,812 

15.499 

9,081 

37.048 

9.157 

7.105 

11.072 

13.435 
4.957 

14.090 

3f 

Billsdiscounted  and  Loans 

Commercial  paper 

Bank  acceptances 

235 
6,493 

237 
8.715 

172 
2.543 

539 
804 

7,507 
150 

8,131 
72 

4.005 
2.016 

1.255 
661 

1,299 
478 

3.581 
429 

450 
662 

I 
2 

Total 

6.728 

8.952 

2.715 

1.343 

7,657 

8,203 

6,021 

1.916 

1.777 

4.010 

4.957 

1.102 

15 

Investment  U.  S.  Bonds. . . 

Municipal  Warrants 

Federal  Reserve  Notes,  net 

Due  from  other  F.R.  Banks 

net 

983 

3.041 

709 

1,629 
431 

1.269 
15.877 

441 

1.973 

1,538 

401 

3.668 
927 

2.357 

2,846 

292 

2.212 

287 

82 

1,158 
103 

330 

617 
986 

4,218 
1,256 
1.695 

9.886 
239 

970 

292 
817 

1.367 
700 

1,304 
801 
818 

4,439 

87 

2,119 
288 

147 
1.060 

870 
72 

169 

1.000 

345 

1,301 

3.485 

1 
2 

All  other  resources 

1.182            104 

TOTAL  RESOURCES 

32.267 

209.753 

29.454 

31,149 

24.499 

19.217 

60.363 

15.219    1   16.391 

18.696 

20.685 

21.427 

41 

JLIABILITIES 

Capital  Paid  in 

5,158 
27.109 

11,063 
183,208 

8,010 
7.472 

5.270 
24,184 

5,941 
25,208 

3.354 

5.000 
10.856 

5.266 
23 

2.423 
5,000 
8,237 

3,456 
101 

6.645 
53,718 

2.781 
12.337 

101 

2.547 
13.844 

3.038 

14,180 

1,478 

2.753 
5000 
9.646 

3.288 

3,942 
17,485 

I 

Government  Deposits 

Reserve  Deposits,  net 

Federal  Reserve  notes  in 

circulation    Net  Amt.. .. 
Due  to  other  F.  R.  Banks 

net  'b' 

] 
4( 

1 

All  other  Liabilities 

TOTAL  LIABILITIES 

32.267 

209.753 

29.454 

31.149 

24,499 

19,217 

60,363 

15.219 

16.391 

18,696 

20,685 

21,427 

4! 

(a) 
(b) 


(0 


Total  Reserve  notes  in  circulation,  189.026. 

After  deduction  of  items  in  transit  between  Federal  Reserve  Banks,  20,767.  the  Gold  Reserve  against  Net  Liabilities  is  84.6<  : 

cash  reserve  is  87.9%.     Cash  Reserve  against  liabilities  after  setting  aside  4055  Gold  Reserve  against  net  amount  of  Federal  I 

Notes  in  circulation.  89  6%. 

Maturities  of  bills  discounted  and  loans:  10  days,  6.467;  30  days,  14,278;  60  days,  16.859;  other  maturities,  17,777;  Total:  55.1 


The  Treasurer  of  the  United  States  will  cause 
to  be  covered  into  the  Treasury  such  parts  of  the 
deposits  received  as  may  be  necessary  to  redeem 
the  outstanding  circulating  notes  secured  by  the 
bonds  purchased,  and  will  remit  the  balance  to  the 
member  national  bank  selling  the  bonds.  The  said 
circulating  notes  when  redeemed  shall  be  canceled 
and  permanently  retired. 

In  the  event  an  application  to  sell  bonds  is  not 
granted  by  the  Federal  Reserve  Board,  the  depart- 
ment will  so  advise  the  applying  bank,  and  such 
bank  must  reapply  to  the  Treasurer  of  the  United 
States  if  it  desires  further  consideration  in  the 
matter.  The  same  procedure  will  be  followed  in 
case  only  a  portion  of  the  bonds  offered  for  sale  is 
accepted. 

From  the  foregoing,  it  will  be  noted  that  the 
Federal  Reserve  Board  will  undoubtedly  authorize 
the  twelve  regional  reserve  banks  to  begin  purchas- 
ing from  member  banks  at  par  2%  bonds  under 
circulation  account. 

The  public  market  is  quiet,  awaiting  the  action 
of  Congress  as  to  the  provision  of  more  revenues. 


Discount  Rates. 

Discount  rates  of  each  Federal  Reserve 
in  effect  December  24,  1915, 


MATURITIES 

Agricultural 

and  livestock 

paper  over  90 

days. 

Trade  ac« 
ances. 

10 
days 
and 
less. 

over  10 
days to 
30  days, 
inclus- 
ive. 

over  30 
to  60 
days, 

inclus- 
ive. 

over  60 
to  90 
days, 
inclus- 
ive. 

To 

60 
days, 

in- 
clu- 
sive. 

2. 
Si 

11 

Boston 

New  York.... 
Philadelphia. 
Cleveland.... 

3 
3 
3 

3'^ 

4 
4 
4 
4 
4 
4 

4 
4 
4 
4 
4 
4 

4 

4 
4 

4^ 

4 
4 

5 
5 

5 
5 
5 

A  3^ 
3>^ 
3 

3H 
3^ 
3>i 

C32-4 

A 

Atlanta 

Atlanta 
N  w  Orleans  br 

ra 

Chicago 

St.  Louis 

Minneapolis  . 
Kansas  City.. 
Dallas 

3 

4 
4 

4 
4 

4 
4 
4 
4 
4 
4 

4J4 

4 

4J^ 

4 

4 

4^ 

5 
6 
5 
5 

4H 
6 

3^ 
3>i 
3 

SanFran  Cisco 

3 

A  A  rate  of  2  to  4  per  cent  for  bills  with  or  without  memb 
indorsement  was  authorized  on  Dec.  21, 1915. 

B  Rate  for  commodity  paper  maturing  within  90  days. 

C  Rate  for  trade  acceptances  bought  in  open  market,  withoi 
ber  bank  indorsement. 

D  Rate  for  commodity  paper  maturing  within  30  days,  ZM  i 
over  30  to  60  days,  4  per  cent;  over  60  to  90  days,  4)4  per  cent; 
days,  5  percent 
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CORRESPONDENTS  and  depositors  find  this 
service  unsurpassed.  It  is  the  outgrowth  of  100 
years*  business  experience  and  success. 

The  excellence  of  the  service  is  attested  by  the 
continuous  growth  of  our  resources. 

The  service  is  available  to  you  and  might  become 
invaluable.  We  should  be  glad  to  hear  from 
bankers,  merchants  and  manufacturers  who  con- 
template opening  a  New  York  account  or  who  may 
wish  to  establish  new  or  additional  banking  facilities. 

None  too  large ;  none  too  small. 


THE  NATIONAL  CITY  BANK  OF  NEW  Y^ORK, 


1916 


U.  S.  SECURITIES 
GOVERNMENT  FINANCI 
ECONOMIC 
AND  FINANCIAL 
CONDITIONS 


General  Busineas  Conditiona. 

BUSINESS  conditions  in  the  opening 
month  of  1916  have  been  very  encour- 
aging from  almost  every  viewpoint.  It 
v/ould  be  easier  to  name  the  unsatis- 
factory features  than  the  favorable 
ones.  The  congestion  of  foreign-bound  freight  at 
the  ports,  v^ith  the  incidental  inconvenience  to  the 
railways  and  shortage  of  cars  would  be  the  most 
important  of  the  latter,  and  the  shortage  and  high 
prices  of  numerous  materials,  notably  dye-stuffs, 
would  come  next.  The  suggestion  of  la^bor  troubles, 
particularly  upon  the  railways,  is  also  disquieting, 
in  viev/  of  statements,  apparently  authorized,  that 
the  fou,r  orders  of  trainmen  vv^hich  have  joined  in 
demands  for  a  readjustment  of  the  basis  of  pay  will 
have  "no  arbitration  this  time."  The  railway 
orders,  however,  have  always  been  ably  directed, 
and  it  is  not  likely  that  the  men  as  a  body  would 
favor  a  step  so  demoralizing  to  industry  and  so  in- 
jurious to  the  country  as  an  attempt  to  tie  up  the 
country's  transportation  system. 

Trade  is  good  in  nearly  all  lines.  Omitting  New 
York  City  on  account  of  the  Stock  Exchange  opera- 
tions, a  comparison  of  bank  clearings  for  the  coun- 
try shows  a  gain  of  about  25  per  cent,  over  a  year 
ago.  Railway  traffic  is  uncommonly  heavy  and 
earnings,  both  gross  and  net,  are  surpassing  all  rec- 
ords. The  benefits  of  the  large  expenditures  made 
in  the  last  dozen  years  for  the  purpose  of  reducing 
operating  costs  are  realized  under  a  full  volume  of 
traffic  as  it  has  not  been  possible  to  realize  them 
heretofore. 

^  The  steel  industry  continues  at  the  highest  pos- 
sible rate  of  production.  Every  old  furnace  and 
mill  that  can  be  made  to  do  service  is  back  in  com- 
mission, and  an  important  amount  of  construction 
is  being  done.  Prices  continue  to  advance  upon 
early  deliveries,  and  contracts  are  being  made  for 
delivery  as  far  ahead  as  the  first  half  of  1917. 
While  war  orders  are  still  an  important  factor  in 
the  work  being  done,  they  are  a  diminishing  factor 
in  the  volume  of  business  being  booked.  The  pro- 
ducers naturally  are  giving  the  preference  to  their 
regular  lines  of  business  and  their  regular  custom- 
ers, and  from  present  appearances  the  cessation  of 
war  business  will  be  a  much  less  serious  matter  than 
bas  been  apprehended.  The  belligerent  countries 
are  steadily  increasing  their  own  facilities  for  the 
production  of  war  supplies. 


1 

$10; 

4,. 

6. 

S,: 

6,. 
♦5.( 


New  York,  February,  II 

which  can  be  counted  upon  to  come  forward 
the  pressure  relaxes,  and  there  is  further  assi 
of  peace  business  from  abroad  when  the  war  is 

The  big  steel  producers,  like  the  railways,  a 
joying  the  benefits  of  operations  at  full  capacil 
also  the  benefits  of  higher  prices,  with  the 
that  their  earnings  are  very  large.  The  reven 
count  of  the  United  States  Steel  Corporation  f 
last  quarter  of  1915  and  the  corresponding  qi 
of  1914  is  given  below : 

Quarter  ended  Dec.  31,  1915 

Net  earnings $51,232,788 

Depreciation,  sinking  fund,  etc 10,379,675 

Net   increase 40,853,113 

Interest,  U.  S.  Steel  b.  &  p 5,687,777 

Balance   35,959,393 

Dividends,  preferred 6,304,920 

Dividends,  common 6,353,781 

Surplus    23,300,692 

*Deficit. 

The  net  earnings  for  the  last  quarter  are 
ahead  of  those  for  any  other  quarter  of  the 
pany's  history,  the  next  largest  having  been 
780,475,  for  the  quarter  ended  June  30,  1907. 
a  suspension  of  dividends  for  one  year,  they  we 
sumed,  on  the  strength  of  this  showing,  at  th( 
oi  \%  per  cent,  quarterly.    It  will  be  noted  th 
earnings  for  the  last  quarter  will  more  than 
the  dividends  for  the  year  at  this  rate. 

The  most  important  development  in  conni 
v/ith  the  steel  industry  is  the  rapid  change 
made  in  the  production  of  coke.  Expenditure* 
ning  into  the  millions  of  dollars  are  under  wa 
the  Installation  of  the  modern  by-product 
ovens  and  the  old  type  of  ovens  will  soon  be  a 
of  the  past. 

The  coal  business  is  more  than  good,  with  \ 
better  than  at  any  time  last  year  prior  to  Nc 
ber.  There  are  innumerable  export  orders  I; 
market  but  few  vessels  available.  Stocks  are 
accumulated  by  dealers  and  large  consumers  a^ 
a  suspension  of  mining  operations  in  the  spring 

The  metal-mining  industry  continues  at  high 
sure,  with  copper,  lead  and  spelter  very  fin 
about  25  cents,  6  cents  and  18  cents  per  pound, 
price  of  crude  and  refined  mineral  oil  continu 
rise,  and  this  has  stimulated  great  activity  ii 
velopment  work  in  the  producing  fields,  witli  a 
responding  demand  for  supplies. 

The  production  of  woolen,  cotton  and  silk  fa 
is  at  the  highest  rate  in  the  history  of  the  cou 
and  the  business  is  now  on  a  profitable  basis 


A  large  amount  of 
business  is  being  held  back  by  domestic  buyers,  I  stage  having  been  reached  where  buyers  are 

Those  desiring  this  circular  sent  to  them  resrularly  will  receive  it  without  charg^e  upon  applicat 


led  about  deliveries  than  prices.  Much  is 
)f  a  critical  situation  in  dye-stuffs,  but  it  does 
m  to  interfere  seriously  in  production, 
industries  dependent  upon  building  opera- 
.e.,  lumber,  brick,  cement,  etc.,  are  all  doing 
)w,  and  winter  building  operations  are  un- 
active.  There  is  a  scarcity  of  labor  which 
ns  to  curtail  the  supply  of  materials,  and  it 
ble  that  the  rise  of  prices  may  curtail  build- 
rations  in  1916. 

total  foreign  trade  of  the  country  in  1915  was 
521,248,  with  exports  of  $3,550,915,393,  and 
;  of  $1,778,605,855.  The  previous  record  for 
;  was  $2,484,018,292,  in  1913,  and  for  im- 
1,818,073,055,  in  1912.  The  balance  of  trade 
fr  of  the  United  States  in  1915  was  $1,772,- 
5,  against  the  previous  record  of  $691,421,812 

London  Times,  of  January  15,  1916,  gives  the 
ng,  as  representative  of  the  advance  in  freight 
nee  the  opening  of  the  war : 

July,  January, 

1914.  1916. 

Per  ton.  Per  ton. 

ne   to    United   Kingdom 12s.  150s. 

States   to    United    Kingdom 10s.  75s. 

States    to    Italy 15s.  115s. 

to   Genoa Js.  75s. 

States  to  Genoa 12s.  110s. 

jney  Market. 

est  rates  are  still  dragging  on  the  ground,  a 
in  which  although  comfortable  and  pleasing 
owers  should  never  be  mentioned  without  a 
g  against  the  dangers  which  lurk  in  easy 
when  the  conditions  that  make  it  easy  are 
ary.  There  has  been  considerable  discussion 
as  to  what  constitutes  inflation,  and  exces- 
5ues  of  paper  money  are  most  often  men- 
as  the  most  dangerous  form  of  it. 
ultimate  evil,  however,  whether  promoted  by 
mable  issues  of  paper  or  extraordinary  sup- 
t  gold  is  a  condition  in  which  a  lot  of  specu- 
indebtedness  is  created  which  can  only  be 
ted  by  the  sale  of  property,  and  the  prices 
ds,  securities  and  other  property  are  lifted 
the  normal  level  at  which  they  can  be  regu- 
maintained.  Unquestionably  low  interest 
coincident  with  general  prosperity  and  excep- 
earnings,  are  conducive  of  such  inflation, 
money  can  be  borrowed  at  three  or  four  per 
nd  invested  in  the  stocks  of  corporations 
J  several  times  those  rates,  or  in  business  ex- 
is  that  promise  still  more,  there  is  evidently  a 
tion  to  use  it,  and  the  results  have  been  ex- 
red  so  often  that  no  apology  need  be  offered 
■erring  to  them.  They  should  be  kept  before 
blic  view. 

of  the  most  encouraging  features  of  the 
t  situation  on  a  broad  survey  is  the  subsi- 
of  speculative  activity  in  the  stock  market, 
meral  list  of  stocks  is  lower  than  it  was  three 
e  ago,  and  there  has  been  a  decided  decline 
issues  that  had  previously  made  the  largest 
:e.  A  continuance  of  the  speculative  activity 
prevailed  last  summer  and  in  the  early  fall 
absorb  lending  power  which  could  not  be 
awn  without  forcing  a  recession  in  the  mar- 


ket. There  are  other  uses  in  sight  for  the  coun- 
try's available  credit.  We  must  continue  to  receive 
our  own  securities  from  abroad  and  we  must  con- 
tinue to  supply  credit  to  foreign  customers  in  order 
to  keep  our  trade  moving,  and  it  is  very  desirable 
to  accumulate  claims  on  the  foreign  markets  which 
are  likely  to  draw  gold  from  us  after  the  w^ar. 
Moreover,  the  expansion  of  industry  is  only  now 
well  under  way  and  has  scarcely  as  yet  begun  to 
call  for  credit.  It  is  evidently  undesirable,  there- 
fore, that  our  lending  power  shall  be  taken  up  in 
financing  a  mere  rise  of  prices. 

The  standard  stocks  are  well  supported  upon  the 
present  level  by  the  earnings  accruing  to  them,  and 
while  this  is  the  case  there  is  no  menace  from  that 
quarter  to  the  general  situation. 

The  interval  between  the  last  two  Comptroller's 
calls  covered  a  period  when  not  much  change  was  to 
be  expected  in  the  relations  of  the  New  York  City 
banks  to  the  banks  of  the  country.  The  national 
banks  of  this  city  held  on  December  31st,  $6,269,000 
less  deposits  from  other  banks,  bankers  and  trust 
companies  than  on  November  10.  Their  individual 
deposits  increased  $101,857,700,  loans  increased 
$55,987,500,  and  cash  decreased  $34,021,600.  There 
has  been  a  moderate  gain  in  cash  since  and  the  ex- 
cess reserve  of  the  New  York  Clearing  House  banks 
increased  during  the  month  of  January  from  $143,- 
000,000  to  $175,000,000. 

The  money  market  has  been  very  narrow  and 
quiet  with  call  money  at  1  ^  to  2  per  cent,  and  best 
names  in  commercial  paper  usually  at  3  per  cent. 
The  supply  of  commercial  paper  remains  small. 

Sterling  exchange  has  been  fairly  steady  through- 
out the  month  around  $4.76,  which  is  about  the  rate 
which  would  be  realized  on  gold  imports  at  the  pres- 
ent transportation  costs.  Gold  imports  from  Great 
Britain  during  the  month  were  $4,600,000,  and  it  is 
doubtless  the  purpose  of  those  who  are  managing 
the  fund  of  British  credit  here  to  keep  them  at 
small  proportions.  If  they  are  successful  there  is 
promise  that  interest  rates  may  stift'en  as  spring  ac- 
tivities open  and  money  comes  into  demand  for  the 
spring  discounts.  At  the  rate  business  is  going  now 
the  country  over  more  credit  eventually  will  have 
to  be  used,  and  it  is  only  a  question  of  time  when 
the  interior  banks  will  want  to  replenish  their  re- 
serves with  lawful  money  from  New  York. 

Britisli  Motilization  of  American  Securities. 


The  British  government's  policy  of  buying  or 
borrowing  American  securities  from  individual 
owners  has  been  successfully  developed.  No  figures 
have  been  given  of  the  amounts  thus  far  obtained, 
but  it  is  said  that  the  results  are  very  satisfactory. 
In  order  to  facilitate  handling  them  the  government 
is  at  first  inviting  deposits  in  sections,  giving 
limited  lists  for  each  section,  but  more  than  one 
hundred  securities  have  now  been  named  and  prices 
fixed  upon  them;  prices,  however,  will  be  changed 
to  conform  to  the  fluctuations  of  the  New  York 
market. 

It  is  understood  that  the  government  has  bought 
largely  and  that  pending  the  announcement  of 
terms,  and  since  many  holders  have  preferred  to 


sell  directly  on  the  New  York  market,  which  the 
government  has  declared  to  be  quite  satisfactory. 
It  is  improbable  that  the  government  has  sold  on 
its  own  account,  and  whatever  selling  it  does  will 
doubtless  be  handled  with  great  circumspection  to 
avoid  any  disturbance  to  the  markets.  These  trans- 
actions are  chiefly  in  bonds. 

BonJ  Market  in  January. 

During  the  past  month  our  markets  have  contin- 
ued to  absorb  a  considerable  amount  of  foreign 
liquidation,  conducted  however  in  such  an  orderly 
manner  that  the  general  level  of  prices  has  not  been 
adversely  affected.  In  fact  the  average  price  of  40 
active  bonds,  as  compiled  by  the  New  York  Times, 
gradually  improved  from  86.68  on  January  3rd  to 
87.18  on  January  27.  The  large  offerings  from 
abroad,  resulting  from  Great  Britain's  scheme  of 
"mobilization"  have  been  for  the  most  part  effected 
privately  through  the  medium  of  the  larger  invest- 
ment dealers.  Investment  demand  has  been  fairly 
active.  The  total  sales  on  the  New  York  Stock  Ex- 
change for  the  month  will  approximate  $115,000,- 
000  in  principal  amount.  This  is  a  slight  decrease 
from  the  figures  of  the  last  two  months  of  1915,  but 
amounts  to  about  twice  the  transactions  for  Janu- 
ary, 1915. 

The  most  active  bond  issue  on  the  Exchange  has 
been  the  Anglo-French  5%  Bonds,  the  total  trans- 
actions in  which  will  amount  to  about  $14,000,000, 
with  an  advance  during  the  month  of  a  fraction  of 
a  point.  International  Mercantile  Marine  4^'s 
have  continued  their  activity  and  advanced  to  a  new 
high  level  of  over  102.  This  activity  and  advance 
were  predicted  upon  rumored  plans  of  benefits  to 
be  received  in  reorganization.  New  York  Central 
Convertible  6*s  and  other  railroad  convertibles  have 
been  active  on  account  of  the  improvement  in  rail- 
road earnings. 

The  most  striking  incident  of  the  month  in  the 
bond  market  was  the  successful  sale  on  January  27th 
of  $25,000,000  New  York  State  4%  Bonds.  The 
competition  for  these  bonds  was  very  keen,  and  the 
successful  bid  of  103.27  represented  an  income  yield 
to  the  purchaser  of  only  3.85%.  This  compares  with 
a  basis  of  4.08%  realized  at  the  sale  of  $27,000,000 
Bonds  in  March,  1915.  It  has  since  been  announced 
the  entire  issue  has  been  resold  and  that  there  will 
be  no  public  offering.  The  success  of  this  sale  is 
undoubtedly  predicted  upon  the  same  factors  which 
have  caused  an  active  demand  for  municipal  and 
state  issues  in  general,  namely,  the  local  discussion 
of  a  New  York  State  Income  tax,  the  possibility  of 
an  extension  of  the  Federal  Income  tax,  and  the  ex- 
emption from  personal  taxation  under  State  laws. 

During  the  month,  the  syndicate  formed  to  distrib- 
ute $14,500,000  Seaboard  Air  Line  Railway  First 
Consolidated  6%  Bonds  has  been  dissolved,  its  ef- 
forts having  met  with  complete  success.  ^  The  bonds 
are  now  obtainable  only  at  a  substantial  advance 
over  the  original  offering  price.  The  American 
Telephone  &  Telegraph  Co.  arranged  for  the  re- 
funding of  its  $26,425,000  short  term  notes  ma- 
turing in  April  and  May,  and  provided  for  its  other 
corporate  needs  by  the  sale  of  $50,000,000  Two- 


Year  4^^  %  Notes.  These  notes  also  have  gon 
premium  over  the  original  offering  price  to  inv 
of  993/2%.  The  transfer  of  a  substantial  porti 
the  Chicago,  Milwaukee  &  St.  Paul  4%  F 
Loan  to  this  market  was  successfully  consumi 
during  the  month  by  the  offer  of  a  like  par  ai 
of  4%  bonds  payable  in  United  States  gold  d 
and  secured  by  the  French  bonds  as  collateral, 
offering  was  very  largely  over-subscribed. 

Our  loans  to  foreign  Governments  continu 
new  issue  of  $5,000,000  Kingdom  of  Norw 
Year  6%  Bonds  is  being  currently  offered  on  a 
basis.  Because  of  the  high  credit  of  Norwa 
the  7-Year  life  of  the  new  bonds,  this  issue  £ 
appeal  to  investors  who  desire  a  good  security 
bined  with  a  high  income  yield  and  a  reas< 
possibility  of  enhancement  in  price  upon  the  i 
of  normal  conditions. 

Lal>or  Situation. 


In  nearly  all  the  industries  expansion  is 
limited  by  the  labor  supply,  and  manufacture 
bidding  against  each  other  for  help.  If  th< 
not  doing  so  directly  within  the  same  indu 
there  is  sharp  competition  between  the  indt 
The  textile  mills,  in  which  perhaps  wages  ha 
vanced  less  in  recent  years  than  in  some  other 
complain  of  losing  people  to  other  employmen 
general  increase  of  about  five  per  cent,  haj 
granted  in  the  mills. 

Discussing  the  situation  in  this  industr 
American  Wool  and  Cotton  Reporter,  of  I 
says  In  its  last  issue: 

With  any  large  amount  of  mill  building,  it  will  b 
problem  as  to  where  the  operatives  are  to  come  in 
they  do  not  come  from  foreign  countries,  then  the 
be  taken  away  from  some  other  domestic  industry,  c 
other  branches  of  the  textile  field.  It  has  been 
quite  conclusively  that  the  cotton  industry  canno 
many  employes  from  other  domestic  industries 
tendency  has  been  for  other  industries  to  draw  op< 
from  cotton  manufacturing,  and  one  of  the  gre: 
cultles  in  the  textile  industry  has  been  the  fact  tl: 
operatives  were  continually  necessary  and  needec 
continually  trained.  With  many  manufacturers 
itself  has  kept  down  the  quality  of  the  cloth  produ( 
kept  up  the  cost  of  production.  More  operatives  i 
available  to  take  the  places  of  those  who  go  int 
industries,  and  if  a  full  quota  of  employes  is  to  b 
the  wages  must  be  relatively  higher  than  they  a\ 
During  the  past  two  years  or  so  there  has  been  a 
off  in  the  number  of  people  coming  to  the  United 
and  also  the  whole  tendency  is  to  avoid  the  textile 
try.  Whereas  the  cotton  industry  used  to  be  a  j 
stone  for  other  industries,  it  is  being  eliminated 
to-day,  and  the  tendency  probably  will  be  evei 
noticeable  in  the  future. 

In  the  steel  industry  there  has  been  a  gene 
vance  of  wages  of  about  ten  per  cent,  an 
worth  mentioning  that  this  is  additional  to  ; 
lar  advance  on  February  1,  1913,  which  has 
been  revoked.  Along  with  higher  wages  w 
conditions  in  the  steel  industry  are  much  bett( 
formerly,  the  labor  having  been  lightened  1 
chanical  appliances  and  many  provisions  ma 
the  comfort  of  the  workmen. 

In  the  metal  mining  districts  of  the  Wes 
advances  have  occurred,  and  the  coal  miners 
anthracite  and  bituminous  fields  have  forn 


emands  for  the  two-year  period  beginning 
St  next.  The  advances  in  the  iron  and  steel 
merous  other  industries  make  it  probable 
:  coal  operators  will  have  to  fall  in  line  with 


ions. 


four  orders  of  railway  trainmen  have  sub- 
a  demand  for  a  new  basis  of  pay  in  the 
service  on  all  roads  in  the  United  States, 
ent  they  are  paid  upon  a  mileage  basis  with 
e  at  a  proportionate  rate  if  the  run  requires 
n  hours.  They  ask  that  eight  hours  be 
as  the  limit  for  a  run,  and  that  time-and- 
e  granted  when  it  is  exceeded, 
tiations  are  pending  upon  the  wages  of 
►dies  of  workers  in  the  clothing  industry,  and 
iller  numbers  in  other  trades.  Of  course 
ms  are  very  much  improved  by  the  fact  that 
nent  is  generally  for  full  time  and  in  many 
:s  for  overtime,  with  pay  accordingly, 
movement  illustrates  how  easily  wages  ad- 
ihtn  business  conditions  are  favorable  and 
le  supply  of  capital  increases.  It  illustrates 
imental  law  of  progress  which  inevitably 
IS  the  division  of  product  between  capital 
or,  but  which  amid  all  the  wrangling  over 
dsion  is  seldom  alluded  to.  Capital  in^  all 
d  countries  increases  faster  than  population, 

>  is  especially  true  in  the  United  States,  as 
)y  the  census  returns.  Since  capital  cannot 
nto  use  without  employing  labor,  it  follows 
onstantly  increasing  amount  of  capital  com- 
OT  a  relatively  smaller  amount  of  labor, 
such  conditions  there  is  an  inevitable  tend- 

wages  to  rise;  the  new  supplies  of  capital 
coming  on  the  market  would  have  to  lie 
hey  did  not  enter  the  field  and  bid  for  labor 

the  capital  already  conducting  industry, 
supply  of  labor  increased  at  the  same  rate 
>upply  of  capital  the  balance  between  them 
emain  the  same,  but  with  capital  increasing 
ban  labor  the  latter  constantly  comes  into  a 
•  position. 

1  this  is  understood  it  is  seen  that  for  the 
grow  richer  and  the  poor  grow  poorer  or 
share  in  the  progress,  in  the  very  nature  of 
s  impossible.  Every  attempt  of  the  rich  to 
r  capital  sets  in  motion  equalizing  influences, 
il  accumulates  rapidly,  the  demand  for  labor 
rease  with  even  greater  relative  rapidity, 
direct  effect  upon  wages  is  modified  by  the 
It  as  labor  becomes  scarce  and  wages  rise 
1  greater  inducement  to  install  labor-saving 
^ry,  but  improvements  of  this  kind  multiply 
;apen  the  production  of  all  the  necessaries 
Tiforts  of  life,  and  the  wage-earners  share 
e  gains  as  consumers.  They  are  gainers 
vray  the  equation  works  out. 
y  Ford  has  chosen  to  make  a  large  direct 
tion  to  his  workmen  in  the  form  of  higher 
but  he  is  devoting  a  part  of  his  accumula- 

>  the  development  of  a  farm  tractor  which 
ped  will  decrease  the  cost  of  farming  opera- 
id  cheapen  the  cost  of  food.  If  he  is  suc- 
the  portion  of  his  profits  that  is  so  expended 
more  serviceable  to  the  wage-earning  class 


as  a  whole  than  any  distribution  of  cash  among  his 
own  workmen  and  this  illustrates  the  results  of 
capital  accumulations  on  every  hand. 

There  is  going  on  now  a  rapid  accumulation  of 
capital  in  this  country,  and  a  corresponding  increase 
in  the  demand  for  labor.  Under  normal  conditions 
such  a  condition  is  wholesome  and  beneficial,  but  it 
would  be  a  mistake  not  to  recognize  that  present 
conditions  are  abnormal.  If  capital  was  increasing 
all  over  the  world  as  it  is  in  the  United  States 
wages  would  go  up  abroad  as  well  as  here  but  unless 
wages  advance  in  other  countries  we  will  have 
either  an  inflow  of  labor  or  an  outflow  of  capital 
after  the  war  is  over,  until  the  equilibrium  is  re- 
stored. The  best  conditions  in  industry  for  both 
employers  and  employed  are  those  that  make  for 
stability,  affording  steady  employment,  increasing 
output  and  a  constantly  enlarging  distribution  and 
consumption  of  products. 
Influence  oi  Immigration. 


Some  comment  has  been  received  upon  a  recent 
reference  in  these  columns  to  the  subject  of  immi- 
gration and  its  influence  both  in  this  country  and  the 
countries  from  which  it  comes. 

There  is  no  denying  that  the  outflow  of  laborers 
from  the  old  countries  to  the  United  States  and 
other  new  countries  has  been  beneficial  to  the  labor- 
ing people  of  the  former  regions.  Those  who  have 
come  here  have  bettered  their  condition,  and  their 
coming  has  relieved  over-crowded  districts  abroad 
and  helped  to  raise  wages  there. 

The  movement  has  been  a  natural  and  economically 
sound  re-distribution  of  population,  as  the  same 
amount  of  labor  would  produce  more  here  than 
there.  It  has  been  necessary  to  the  development  of 
the  resources  of  this  country,  and  for  the  best  inter- 
ests of  the  great  body  of  wage-earners  of  this  coun- 
try. It  has  been  the  glory  of  this  country  that  there 
have  been  more  opportunities  for  advancement  for 
the  workingman  and  his  children  here  than  any- 
where else  in  the  world.  The  children  of  the  laborer 
do  not  pass  through  the  public  schools  and  come 
out  to  be  unskilled  laborers.  They  are  qualified  for 
better  paid  employment.  The  children  of  the  Irish 
day  laborers  of  fifty  years  ago  are  prominent  now 
in  all  the  walks  of  life. 

Notwithstanding  the  amount  of  work  done  by 
machinery  there  remains  a  large  amount  of  work 
which  must  be  done  by  manual  labor  and  for 
which  very  little  skill  is  required.  It  is  a  waste  of 
ability  to  have  this  kind  of  work  done  by  men  who 
are  capable  of  higher  grade  work,  in  the  same  sense 
that  there  is  an  economic  waste  in  having  work  done 
by  manual  labor  that  can  be  done  by  a  machine. 
The  unskilled  labor  which  has  come  in  from  the 
old  countries  has  enabled  more  competent  labor  to 
rise  to  better  things.  There  must  be  a  certain  pro- 
portion of  unskilled  labor  to  the  total  number  of 
people  employed,  and  if  it  cannot  be  had  industry 
cannot  expand,  and  there  will  be  less  demand  for 
skilled  workmen  of  all  kinds,  clerks  and  profes- 
sional men,  and  fewer  opportunities  for  the  army 
of  bright  and  trained  young  men  who  are  every 
year  leaving  the  schools  and  entering  business  life. 

The  ranks  of  unskilled  labor  in  this  country  have 


always  been  recruited  from  abroad  and  they  can- 
not be  filled  from  our  own  youth.  A  large  propor- 
tion of  even  the  immigrants  do  not  stay  there,  but 
pass  through  and  up  into  better  paid  employments, 
but  they  could  not  do  so  if  others  weje  not  coming 
in  to  take  their  places. 

Rural  Creditg. 

The  joint  committee  upon  Rural  Credits,  which 
was  appointed  in  pursuance  to  a  provision  in  the 
agricultural  appropriation  bill  passed  by  the  last 
Congress,  has  now  reported  a  bill  for  a  system  of 
land  mortgage  banks.  The  subject  of  rural  credits 
has  been  under  discussion  for  some  time,  with  a 
growing  interest  in  it,  and  it  will  be  remembered 
that  late  in  the  last  session  of  Congress  Senator 
McCumber,  of  North  Dakota,  offered  an  amend- 
ment to  the  bill  carrying  the  annual  appropriations 
for  the  agricultural  department,  providing  for  a 
system  of  government  loans  upon  farm  mortgages, 
which  was  adopted  by  the  Senate.  The  House  de- 
clined to  accept  the  McCumber  amendment,  and 
substituted  what  was  known  as  the  Hollis  bill  for 
it.  Finally  the  matter  was  temporarily  disposed 
of  by  providing  for  a  joint  committee,  consisting 
of  six  senators  and  six  House  members.  The  sen- 
ators are  Owen,  Hollis,  Gore,  Smith  of  Georgia, 
Nelson  and  Brady.  The  House  members  are  Glass, 
Lever,  Moss,  Hayes  and  Hawley.  The  action  of 
both  houses  has  indicated  that  Congress  is  about 
ready  to  legislate  on  the  subject,  and  as  the  admin- 
istration will  press  for  results  it  is  very  likely  that 
something  will  be  done  at  this  session. 

It  goes  without  saying  that  the  whole  country  is 
interested  in  anything  that  will  benefit  agriculture. 
There  is  much  evidence  that  agriculture  the  coun- 
try over  has  not  been  keeping  pace  with  the  other 
industries.  In  every  other  line  of  production  im- 
provement in  methods  has  been  rapid,  and  there  has 
been  a  constant  tendency  to  reduce  costs,  but  the 
reductions  so  made  have  been  offset  by  the  higher 
wages  made  necessary  by  the  higher  cost  of  food. 

One  reason  for  this  lies  in  the  fact  that  the  best 
of  the  cheap  lands  of  this  country  have  been  occu- 
pied, and  it  is  not  so  easy  to  increase  food  supplies 
as  it  was  formerly.  Our  increasing  requirements 
in  the  future  must  be  met  by  more  scientific  tillage 
and  by  bringing  into  cultivation  lands  that  require 
a  considerable  expenditure  for  drainage,  clearing, 
the  restoration  of  fertility,  etc.  This  nieans  that 
there  must  be  a  larger  use  of  capital,  and  it  is  desir- 
able that  capital  shall  be  readily  available  for  these 
purposes.  Many  well-informed  men  are  convmced 
that  the  facilities  for  extending  credit  to  farmers 
are  not  as  good  as  they  might  be  and  that  there 
should  be  an  organized  effort  to  improve  them. 
The  question  is  what  practical  aid  can  the  national 
government  render? 
TLe  Government  s  Creait. 

Of  course  there  are  people  who  think  that  the 
government  can  easily  solve  the  whole  problem  by 
advancing  the  money  or  lending  its  credit.  They 
think  the  government  can  borrow  very  cheaply  and 
that  it  costs  nothing  to  use  the  government's  credit. 
They  do  not  understand  that  if  the  government 


should  borrow  on  a  great  scale  it  could  no  1 
borrow  cheaply.  There  are  only  a  limited  ni 
of  people  who  prefer  low  rate  government 
to  state,  county  and  municipal  bonds  and 
sound  investments  which  pay  a  higher  retur 
follows  that  as  the  supply  of  government  o 
tions  increases  the  rate  will  gradually  ris( 
necessarily  because  the  government's  credit  i 
paired,  but  because  the  demand  for  that  part 
security  is  satisfied,  and  additional  issues  mi 
tract  another  class  of  investors. 

On  account  of  the  tax-free  privilege  of  g( 
ment  bonds,  and  the  circulation  privilege 
they  carry  for  national  banks,  the  prcferenc 
government  bonds  as  an  investment  has  apj 
greater  in  this  country  than  it  really  is.  The 
only  $844,827,590  United  States  government 
outstanding  which  draw  less  than  four  per 
interest,  and  of  them  $746,417,890  are  own 
national  banks  and  Federal  Reserve  banks, 
are  only  $50,000,000  government  bonds  outstj 
that  are  not  eligible  for  use  as  security  for 
issues.  These  draw  three  per  cent,  interest  an 
haps  $50,000,000  more  could  be  sold  without 
ing  the  price  below  par,  but  the  market  for  tl 
soon  satisfied. 

It  is  a  mistake,  therefore,  to  think  that  a 
gain  could  be  made  by  using  the  govern 
credit,  either  for  farm  loans  or  for  other  ind 
undertakings  frequently  suggested.  The  rate 
government  obligations  would  be  forced  up  b 
a  policy,  and  the  government  would  be  a  losei 
all  borrowings  for  its  regular,  necessary  fun 
The  government's  credit  should  be  used  ver) 
ingly  outside  of  its  own  functions. 

Artificially  Low  Rates  of  No  Advantage. 


It  is  not  likely  that  farming  as  a  business 
be  much  benefited  by  the  use  of  government 
instead  of  other  credit.  The  main  thing  is  tc 
credit  more  readily  available  than  it  now  is  u 
parts  of  the  country,  and  upon  normal,  reas 
terms.  If  money  for  farm  loans  is  made  c 
get  and  cheaper  than  it  now  is,  the  selling  v; 
lands  will  surely  rise;  and  if  our  chief  hop 
realized,  and  farming  is  made  more  producti 
profitable,  the  effect  will  be  to  reduce  the  pr 
farm  products.  Under  these  conditions  \hi 
sure  to  be  complaints  that  the  situation 
farmer  is  no  better  than  it  was  before,  anc 
will  be  a  lot  of  farmers  who,  in  fact,  are  no 
off  than  they  were  before.  The  progressr 
capable  farmers  will  always  produce  more  P' 
than  the  poor  ones,  and  make  the  prices  at 
tlie  latter  must  sell. 

Of  course  it  does  not  follow  from  this  m 
not  worth  while  to  increase  the  borrowing  h 
of  the  farmers.  It  is  not  worth  while  exc 
methods  that  are  economically  sound.  If  th. 
ress  of  agriculture  is  being  hampered  for  v 
facilities  by  which  capital  can  flow  freely 
should  be  a  way  to  remedy  the  situation,  bu 
such  facilities  are  provided  if  capital  does  n 
naturally  it  must  be  because  it  cannot  be  pn 
used. 


benture  System. 

lany  parts  of  the  country  where  there  is 
of  home  capital  seeking  investment,  and  in 
ferred  territory  where  insurance  companies, 
banks  and  mortgage  companies  are  compet- 
h  each  other,  the  situation  can  scarcely  be 
id  by  legislation.  But  there  is  much  evi- 
hat  in  some  sections  of  the  country  there  is 
ugh  money  available  for  farm  loans  to  sup- 
legitimate  demand,  and  that  rates  are  unduly 
d  development  is  retarded, 
difficult  to  dispose  of  farm  mortgages  away 
ome  except  through  a  well-developed  or- 
on.  The  life  insurance  companies  buy  for 
^n  reserves,  and  have  their  own  organizations 
lie  them.  There  are  numerous  mortgage 
ies  which,  in  the  aggregate,  place  a  large 
of  loans,  and  the  country  banks  make  a  good 
)ut  the  mortgage  companies  and  banks  are 
;  to  find  an  outlet  for  all  the  loans  they  can 
There  is  constant  inquiry  at  the  centers 
,  market  for  mortgages,  but  a  distant  in- 
who  knows  neither  the  borrower  nor  the 
diary,  and  cannot  examine  the  property, 
y  hesitates   to   go  it   blind   in  placing  his 

Another  objection  is  that  there  is  no  mar- 
the  resale  of  farm  mortgages,  in  case  the  in- 
/ishes  to  realize  upon  them  before  maturity, 
evident  that  if  there  was  a  corporation  of 
t  responsibility  and  prestige  to  sell  its  own 
res,  based  upon  mortgages,  and  create  a 
larket  for  them  on  the  strength  of  its  own 
he  problem  of  finding  money  for  mortgages 
»e  solved.  In  other  words,  a  corporation  is 
to  do  in  the  farm  mortgage  field  what  the 
m  International  Corporation,  recently  de- 
in  these  columns,  is  preparing  to  do  in  the 
investment  field. 

a  corporation  could  maintain  an  organiza- 
examining  property,  inspecting  titles,  look- 
r  the  payment  of  taxes,  the  continuance  of 
:e  and  the  collection  of  interest,  all  of  which 
Lcticable  for  the  individual  investor.  There 
^orations  doing  this  with  a  good  degree  of 
in  a  limited  territory,  but  unfortunately 
s  had  a  disheartening  experience  with  deb- 
companies  about  twenty-five  years  ago 
las  been  an  obstacle  to  subsequent  develop- 
ong  that  line.  Moreover,  the  states  whose 
ortgages  bear  the  best  reputation  have  been 
supplied  with  money  that  it  is  doubtful  if 
enture  system  would  have  served  them  bet- 
is  generally  agreed  that  a  debenture  company 
ive  a  margin  of  at  least  one  per  cent,  be- 
le  rate  upon  its  debentures  and  the  rate  upon 
•tgages  thereunder,  and  where  the  current 
je  rate  is  five  per  cent,  or  even  five  and  one- 
)  reduction  under  the  debenture  system  is 
2.  In  localities,  however,  where  the  ordi- 
ortgage  rate  is  above  six  per  cent,  if  the 

is^  good  enough  and  the  volume  large 
to  justify  a  debenture  business,  the  system 
e  advantageous. 

superiority  of  the  debenture  bond  over  the 
lal  mortgage  is  that,  as  the  former  is  based 


upon  a  large  number  of  mortgages  the  element  of 
averages  enters  into  it.  The  risks  of  the  business 
are  reduced  to  the  minimum.  Once  a  large  deben- 
ture business  is  established,  with  ample  capital  and 
surplus  to  serve  as  a  guaranty  fund,  and  given  care- 
ful management,  it  should  be  successful,  but  in  the 
old  farming  states  of  the  north  it  would  have  to  do 
business  on  a  very  close  margin  of  profit. 

State  Legislation. 

The  states  of  Massachusetts  and  New  York  have 
recently  adopted  legislation  designed  to  establish 
debenture  systems  for  supplying  rural  credits.  The 
Massachusetts  act,  which  was  passed  in  1915,  au- 
thorizes the  organization  of  Farm  Land  Banks,  with 
a  capital  of  not  less  than  $50,000,  which  shall  be 
under  the  supervision  of  the  Bank  Commissioner 
of  the  state.  These  banks  are  authorized  to  issue 
debenture  bonds  based  upon  farm  mortgages  which 
are  a  first  lien  and  do  not  exceed  fifty  per  cent,  of 
the  value  of  the  property,  but  the  amount  of  bonds 
issued  must  not  exceed  95  per  cent,  of  the  face  value 
of  the  mortgages.  Loans  shall  be  for  not  less  than 
five  or  more  than  thirty-five  years,  and  if  for  more 
than  five  years  must  provide  for  regular  amortiza- 
tion payments  which  will  extinguish  the  loan  at  ma- 
turity. Interest  rates  upon  the  mortgages  must  not 
exceed  rates  upon  the  mortgages  by  more  than  one 
per  cent. 

The  New  York  legislation  was  incorporated  in 
the  new  state  banking  act  of  1914,  and  is  an  ex- 
tension of  the  previously  existing  system  of  local 
savings  and  loan  associations,  which  lend  money  on 
either  farm  or  city  property.  The  "Land  Bank" 
is  a  central  organization  of  these  local  associations, 
which  will  receive  mortgages  from  them  and  issue 
debenture  bonds  upon  this  security.  Not  less  than 
ten  local  associations  must  join  in  organizing  the 
land  bank  and  subscribe  for  at  least  $100,000  of  the 
capital  stock.  The  land  bank  is  authorized  to  invest 
its  own  capital  and  other  funds  in  mortgages,  and 
also  to  receive  from  its  member  associations  mort- 
gages which  they  have  negotiated,  and  issue  deben- 
ture bonds  against  all  such,  provided  that  each  series 
of  bonds  must  be  for  at  least  $50,000.  The  mort- 
gages are  deposited  with  the  Comptroller  of  the 
State  of  New  York.  The  land  bank  is  limited  in 
the  issue  of  debenture  bonds  to  not  more  than 
twenty  times  its  own  capital. 

The  Land  Bank  of  the  State  of  New  York  has 
been  organized  under  these  provisions,  and  the  first 
series  of  bonds  has  been  sold.  They  draw  four  and 
one-half  per  cent,  interest  and  were  sold  to  the 
Guaranty  Trust  Company.  Of  the  mortgages  be- 
hind this  series  $17,000  are  upon  farms  and  $33,000 
upon  city  property.  The  properties  covered  are  lo- 
cated in  twelve  counties. 

Tlie  PenJing  Federal  Plan. 

The  plan  of  the  Joint  Committee  for  a  national 
system,  provides  for  twelve  or  more  Federal  Land 
Banks,  each  in  a  separate  district,  after  the  scheme 
of  the  existing  Federal  Reserve  System.  These 
banks  are  to  have  a  paid-up  capital  of  not  less  than 
$500,000,  and  will  be  authorized  to  issue  debenture 
bonds  based  upon  mortgages,  to  an  amount  not  ex- 
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ceeding  twenty  times  their  capital  and  surplus.  The 
mortgages  must  be  a  first  lien  on  improved  farms 
occupied  by  the  owners,  and  for  not  exceeding  fifty 
per  cent,  of  the  appraised  value  of  the  property. 
The  loan  must  be  for  expenditures  upon  the  farm* 
i.e.,  purchase  of  the  same,  or  for  improvements] 
stock,  etc.  Every  mortgage  shall  be  for  at  least  five 
years,  but  thereafter  may  be  paid  in  whole  or  in 
part  at  any  interest  date,  and  must  provide  for  a 
regular  payment  of  not  less  than  one  per  cent,  upon 
the  principal  at  each  interest  date,  which  without 
other  payments  upon  the  principal  will  extinguish  it 
in  thirty-six  years. 

The  bill  also  provides  for  local  associations,  to  be 
known  as  National  Farm  Loan  Associations,  which 
shall  be  composed  of  borrowers.  Each  borrower 
must  take  stock  in  the  association  to  the  extent  of 
five  per  cent,  of  the  amount  of  his  loan,  and  the  as- 
sociation must  subscribe  to  the  stock  of  the  central 
land  bank  of  its  district  to  the  extent  of  five  per  cent, 
of  the  face  of  the  mortgages  which  it  passes  up  to 
the  land  bank.  In  this  manner  the  borrowers  them- 
selves supply  the  required  capital  of  the  land  banks, 
which  is  to  be  not  less  than  five  per  cent,  of  the  deb- 
entures issued,  with  a  minimum  of  $500,000.  In 
order  to  supply  the  minimum  capital  at  the  start, 
the  Secretary  of  the  Treasury  is  authorized  to  sub- 
scribe for  any  amount  of  the  stock  of  the  land  banks 
that  may  be  necessary  to  provide  the  $500,000  re- 
quired for  each.  As  the  business  develops  and  bor- 
rowers supply  the  capital,  the  stock  taken  by  the 
Treasury  will  be  gradually  retired.  It  will  be  seen 
that  the  scheme  in  its  final  development  is  strictly 
co-operative. 


The  debentures  issued  by  the  land  banks  \ 
one  per  cent,  less  interest  than  the  farm  mo 
which  they  represent,  but  if  any  profit  ab< 
penses  is  realized  it  will  go  back  in  the  form  ( 
dends  to  the  local  associations,  and  be  dist 
by  them  in  the  form  of  dividends  to  the  bor; 
in  exact  proportions  to  their  loans. 

Over  the  entire  system  is  established  a 
Loan  Board,  which  shall  consist  of  five  m< 
not  more  than  three  of  whom  shall  be  of  one 
cal  party,  all  to  be  appointed  by  the  Presidei 
the  advice  and  consent  of  the  Senate.  The 
devote  their  entire  time  to  the  duties  and  will 
the  same  pay  as  members  of  the  existing  ] 
Reserve  Board,  to-wit,  $12,000  per  year. 
Board  will  have  supervision  of  the  Farm 
Banks,  and  be  represented  in  the  managen 
each  of  these  banks  by  a  Registrar,  whose 
correspond  to  those  of  the  Federal  Reserve  A 
the  Federal  Reserve  system.  The  Board  w 
appoint  one  or  more  land  bank  appraisers  f( 
district,  and  as  many  special  appraisers  as 
deem  advisable.  The  entire  expenses  of  the 
will  be  apportioned  upon  the  land  banks. 

The  resources  of  all  the  land  banks  are  i 
to  the  redemption  of  the  debentures  issued 
of  them. 

The  maximum  loan  to  one  borrower  is  $ 

The  debenture  bonds  will  be  exempt  fr 
Federal,  state  or  local  taxation,  and  a  law 
vestment  for  all  fiduciary  and  trust  funds,  ar 
be  accepted  as  security  for  government  depc 
purchased  by  the  member  banks  of  the  Fedei 
serve  system. 


STATEMENT  OF  RESOURCES  AND  LIABILITIES  OF  EACH  OF  THE  TWELVE  FEDERA] 

RESERVE  BANKS  AT  THE  CLOSE  OF  BUSINESS  JANUARY  28,  1916. 

(In  Thousands  of  Dollars) 


RESOURCES 

Gold  coin  and  certif's.  Set- 
tlement fund.  Or.  Balances 

Gold  Settlement  Fund 

Gold  Redemption  Fund  . . 

Boston 

16,548 

1,877 
9 

N.Y. 

160.184 

11.346 

114 

Phila. 

12,347 
3,000 

Clev'd 

9  696 
11,500 

Rich'd 

4.676 
11,048 

281 

Atlanta 

5.205 

3.884 

338 

Chicago 

31,676 
14,152 

St.  Louis 

3.015 

5,882 

21 

M'npl's 

3.140 

4.344 

30 

Kas.City 

8.813 

3,295 

107 

Dallas 

4.045 

8,987 

248 

S.Fr'8CO 

4.520 
5,535 

2 

Total  gold  reserves.. 

Legal  tender  notes,  Silver 

certif's  and  Sub.  coin... . 

18,434 
1.086 

171,844 
3,742 

15,347 
6.296 

21,196 
1,701 

16.005 
58 

9,427 
239 

45,828 
1,145 

8.918 
139 

7.514 
263 

12,215 
224 

13,278 
592 

10,055 
11 

3 

Total  Reserves 

19,520 

175.386 

21.643 

22.897 

16,063 

9,666 

46,973 

9,057 

7,777 

12.439 

13.870 

10.066 

9 

Bills  discounted,  Members 

Commercial  paper 

Bill  bought  in  open  market 

191 

7,420 

209 
10,454 

223 
2.073 

359 
932 

6,748 
150 

6,081 
409 

3,033 

2,278 

1,087 
829 

1.079 
490 

2.889 
497 

4.592 

450 

782 

Total 

7,611 

10,663 

2,296 

1,291 

6,898 

6  490 

5,311 

4,830 
1,482 

1,896 

1.569 

3.366 

4.592 

1.232 

Investment  U.  S.  Bonds. . . 
Municipal  Warrants 

986 
3.305 

7.060 

2,991 
2,977 

2.882 
2,789 

160 

25 
331 

6,846 

1.666 
441 

1.474 
1.174 

2.188 
349 

1.295 
78 

3.035 
458 

Total  Earning  Assets 

11.902 

17,723 

8.264 

6  962 

7,058 

11.623 

4.003 

4.217 

5.903 

5.983 

4.725 

1 

Federal  Reserve  Notes,  net 

Due  from  other  F.R.  Banks 

net 

1,025 

1,108 
504 

25.185 
614 

658 

1,368 
372 

894 

562 
701 

2,259 

1,006 

1.747 

2,540 
244 

941 

643 
4.212 

610 

4,720 
113 

1.369 
1.171 

!       5.409 

73  1       1.865 
711  !          178 

All  other  resources 

104        1,072 

TOTAL  RESOURCES 

34.059 

218,908 

32.305 

32,016 

25,484 

18.590 

63.127 

18,856 

17.437 

20.882 

20.617  1     22.241 

51 

EIABIEITIES 

Capital  Paid  in 

5,158 

723 

28,178 

11  058 

5.507 

195,591 

6.752 

5,270 

597 
26,438 

5,938 

336 

25,742 

3,356 
5,897 
11,301 

4.895 

2,423 
6,151 
8,175 

1,735 

6,646 

893 

55.588 

2,783 
1.041 
15,032 

2.549 

170 

14.718 

3.014 

501 

16.247 

1,120 

1 
2.756         3.941 
5.162  1          782 
10.136  I     17.518 

1 
2.563 

i 

J 

Government  Deposits 

Reserve  Deposits,  net 

Federal  Reserve  notes  in 

circulation    Net  Amt 

Due  to  other  F.  R.  Banks 

net  I'b' 

4! 

1 

All  other  Liabilities 

1 

33          106 

TOTAL  LIABILITIES  .... 

34.059 

218,908    1   32,305  1   32,016 

25  484  1   18.590 

03.127 

18,856    1   17.437 

20.882 

20.617  i     22.241 

^ 

(a) 
(b) 


(0 


Total  Reserve  notes  in  circulation.  179,224.  .     ^  „  ^  -•  i.m-x'      •    ^^  i-^ 

After  deduction  of  items  in  transit  between  Federal  Reserve  Banks.  10.761.  the  Gold  Reserve  against  Net  Liabilities  is  77.4^  i 
cash  reserve  is  80.8%.     Cash  Reserve  against  liabilities  after  setting  aside  40%  Gold  Reserve  against  net  amount  of  Federal  1 

Maturities  of  bills  discounted  and  loans:  within  10  days,  7.744;  to  30  days,  11,259;  to  60  days,  18,518;  other  maturities,  15.694 
63.215. 
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ision  is  also  made  for  receiving  time  de- 

t  interest. 

and  banks  are  authorized,  in  case  local  asso- 

of  borrowers  are  not  formed,  to  appoint 
ents  to  make  loans,  but  the  condition  requir- 
1  borrower  to  subscribe  five  per  cent,  of  the 

the  capital  of  the  land  bank  remains  the 

►Ian  is,  for  the  most  part,  an  ingenious  adap- 
f  the  Federal  Reserve  system.  In  its  more 
nt  features  it  seems  to  be  well  conceived, 
practicability  of  the  local  associations  will 
ted.  The  avowed  purpose  of  the  plan  is  to 
ge  and  stinjulate  co-operation,  which  is  to  be 
ded,  but  the  people  of  this  country  are 
y  individualistic,  and  usually  prefer  to  do 
isiness  in  an  independent  manner.  It  is  a 
I  whether  they  will  care  to  bother  with  a  co- 
e  association,  and  whether  it  would  not  be 
)  make  larger  use  of  the  existing  machinery 
ing  mortgages.  The  local  representatives  of 
I  banks  should  not  only  have  good  knowl- 
land  values,  but  be  methodical  and  efficient 
Dllection  of  interest  and  in  supervision  over 
:  of  taxes,  continuance  of  insurance  and  all 
lecessary  to  the  protection  of  the  mortgages, 
ntry  banks  are  competent  to  do  all  this,  are 
lere  and  can  afford  to  handle  tliis  business 
J  line  for  small  pay.    If  agencies  were  given 


to  all  members  of  the  Federal  Reserve  system  it 
might  aid  in  popularizing  that  system. 

No  Personal  Loans. 


The  system  proposed  is  conservative  in  its  provi- 
sions as  to  security.  Probably  the  most  frequent 
comment  made  upon  it  will  be  that  a  man  who  is 
able  to  own  a  farm  subject  to  no  greater  encum- 
brance than  this  plan  allows  will  be  able  to  get  along 
very  well  without  the  system.  Certainly  this  is  true 
in  many  parts  of  the  country,  but  there  is  testi- 
mony that  in  many  other  localities  it  will  reduce 
rates.  Certainly  this  general  plan  will  facilitate  the 
movement  of  capital  into  and  out  of  mortgage  in- 
vestments. 

As  to  the  tenant  farmer,  now  financed  by  the 
landlord  and  local  merchant,  whose  needs  have  been 
the  text  of  most  of  the  appeals  for  a  system  of  rural 
credits,  he  is  outside  the  provisions  of  this  measure, 
and  it  is  difficult  to  see  how  anybody  but  the  land- 
lord and  local  merchant  can  safely  do  business  with 
him,  until  he  has  become  forehanded  enough  to  have 
established  a  personal  credit. 

Discount  Rates. 


Discount  rates  of  each  Federal  Reserve  Bank  in  effect 
Jan.  29th,  1916  are  the  same*  as  those  of  Dec.  24th,  1915  - 
excepting  the  Boston  rate  on  Maturities  over  10  days  to  30 
days  has  been  reduced  from  4^  to  3^^^  ;  and  the  Dallas 
rate  on  Trade  Acceptances  over  60  to  90  days,  has  been 
reduced  from  4^  to  3}4^, 

THE  NATIONAL  CITY  BANK  OF  NEW  YORK. 
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City  BanK  Service/* 


CORRESPONDENTS  and  depositors  find  this 
service  unsurpassed.  It  is  the  outgrowth  of  100 
years'  business  experience  and  success. 

The  excellence  of  the  service  is  attested  by  the 
continuous  growth  of  our  resources. 

The  service  is  available  to  you  and  might  become 
invaluable.  We  should  be  glad  to  hear  from 
bankers,  merchants  and  manufacturers  who  con- 
template opening  a  New  York  account  or  who  may 
wish  to  establish  new  or  additional  banking  facilities. 
None  too  large ;  none  too  small. 


THE  NATIONAL  CITY  BANK  OF  NEW  YORK 
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U.  S.  SECURITIES 
GOVERNMENT  FINANCI 
ECONOMIC 
AND  FINANCIAL 
CONDITIONS 


General  Busmegg  Situation. 

THERE  is  no  slackening  in  the  demand 
for  goods  or  signs  of  weakness  in  the 
general  business  situation,  although 
there  is  no  little  complaint  of  annoy- 
ances incidental  to  its  rapid  expansion. 
Neari}^  every  line  of  industry  is  hampered  by  scarc- 
ity of  supplies  of  some  kind,  and  the  v/hole  situation 
is  complicated  by  car  shortage  and  congestion  at  the 
railw^ay  terminals.  Prices  are  being  pushed  upward, 
but  profits  are  uncertain  to  manufacturers  unless 
they  have  covered  their  requirements  for  raw  ma- 
terials. The  industries  working  upon  war  supplies 
have  been  drawing  labor  from  other  lines  and 
affecting  the  entire  wage  situation.  The  rise  of 
wages  in  the  cities  also  attracts  men  from  the  farms 
and  threatens  to  make  the  problem  of  agricultural 
help  more  acute.  Ordinarily  periods  of  prosperity 
stimulate  immigration,  but  no  relief  from  that 
source  is  possible  while  the  war  lasts,  and  the  pro- 
ponents of  an  educational  test  for  immigrants  are 
citing  the  war  as  a  reason  why  Congress  should 
pass  their  measure  a  third  time,  it  having  been 
vetoed  by  Presidents  Taft  and  Wilson.  Of  course 
high  wages  that  signify  a  permanent  condition  of 
prosperity  are  to  be  welcomed,  but  changes  that  arc 
due  to  temporary  conditions,  and  which  disorganize 
permanent  industries,  may  cost  the  wage-earners 
more  than  they  come  to. 

The  copper-mining  industry  has  solved  this  prob- 
lem harmoniously  by  means  of  a  sliding  scale  of 
wages  based  on  the  price  of  copper.  This  agree- 
ment has  been  in  effect  for  some  years  and  works 
satisfactorily  within  the  industry,  but  it  does  not 
prevent  dissatisfaction  in  neighboring  industries, 
which  are  not  favorably  affected  by  the  war  condi- 
tions. It  is  estimated  that  on  the  same  output,  but 
at  the  present  level  of  prices,  the  copper  product  of 
the  United  States  will  bring  $200,000,000  more  in 
1916  than  it  did  in  1915. 

Railroad  traffic,  despite  the  difficulties  due  to  con- 
gestion, is  making  new  high  records.  Returns  from 
practically  all  of  the  mileage  show  gross  earnings 
in  December  of  $286,148,788,  as  against  $223,358,- 
512  in  December  of  1914.  Of  course  the  net  results 
of  a  full  business  are  still  more  notable,  being 
$99,513,498,  as  against  $56,657,780,  or  about  75  per 
cent.  The  gross  receipts  for  the  calendar  year  were 
$3,053,664,661,  or  4.6  per  cent,  over  1914;  net  oper- 
ating earnings  were  $955,664,313,  or  25.5  per  cent. 


New  York,  March,  11 

over  1914.  It  should  be  remembered  in  this  co 
tion  that  expenditures  upon  the  roads  were  re^ 
last  year  in  the  most  drastic  manner,  and  thai 
cannot  be  held  down  to  this  level  pcrman 
Roads  that  are  well  kept  up  can  go  for  a  year 
with  comparatively  light  expenditures  for  ma 
ance,  but  in  the  long  run  the  expenditures  mi 
made.  No  doubt  there  will  be  more  liberal  a 
priations  in  1916. 

Two  important  events  occurred  in  the  steel  i 
try  during  the  month,  which  resulted  in  the  « 
pearance  as  independent  factors  of  two  well  I 
concerns,  the  Cambria  Steel  and  Iron  Com 
which  was  absorbed  by  the  Midvale  Steel  and 
nance  Company,  and  the  Pennsylvania  Steel 
pany,  which  together  with  its  subsidiary  the  I 
land  Steel  Company,  was  taken  over  by  the  B 
hem  Steel  Company.  Both  the  Midvale  and  B 
hem  Companies  had  been  developed  largely  ai 
nance  companies,  and  their  new  acquisition; 
broaden  their  activities.  New  business  contin 
accumulate  with  all  the  steel  companies,  and 
are  advancing  very  rapidly.  According  to  the 
Age,  the  average  price  of  eight  staple  steel  pre 
was  $49.10  per  ton  on  February  23rd,  com 
with  an  average  in  January  of  $43.81.  In  Jai 
1915,  the  average  was  about  $30,  which  was 
normal.  The  previous  high  average  for  the 
products  in  the  last  eleven  years  was  $40.81  in 
1907. 

All  of  the  industries  making  goods  for  th( 
sumptive  trade  are  actively  employed,  and  bu 
material  manufacturers,  including  lumber,  arc 
ing  for  a  good  spring  business. 

The  farmers  have  marketed  most  of  their 
crops,  and  at  better  prices  than  seemed  pn 
when  they  were  harvested.  This  is  particularl 
of  wheat,  which  started  off  in  July  last  unde 
favorable  conditions.  The  scarcity  of  shippir 
made  the  situation  very  uncertain,  but  seei 
have  worked  to  the  advantage  of  Americai 
Canadian  wheat,  as  against  South  America 
India,  on  account  of  the  shorter  voyage.  The 
tive  cost  of  moving  wheat  to  English  ports  nci 
in  ordinary  times  is  given  below : 

Feb.,  Feb., 

1916.         1915. 

United    States,    bu $0.58^      $0.24^      I 

Argentina,    bu.    108  0.4354 

India,   bu 0.90  0.141^. 

Wheat  has  touched  $2.00  per  bushel  m  Liv< 
this  winter,  which  is  considerably  higher  than 


Those  desirinir  this  circular  sent  to  them  regularly  will  receive  it  without  charge  upon  appli( 


St  year,  although  the  price  in  the  United  States 
t  reached  the  high  point  of  last  year.  The 
n  American  markets  is  now  about  22  cents 
that  of  a  month  ago.  The  income  of  the 
growers  under  the  last  two  crops  has  been 
edented,  but  the  outlook  for  1916  at  this  writ- 
iicates  a  smaller  yield.  The  acreage  is  ten 
It  under  last  year's  and  the  plant  is  reported 
r  condition  over  a  large  part  of  the  winter 

cotton  market  has  shown  weakness  during  the 
nonth,  the  near  deliveries  ranging  down 
ly  1 1  cents.  The  exports  of  cotton  from  Au- 
>t  to  January  31st  last,  were  2,960,958  bales 
;  3,979,347  bales  in  the  corresponding  period 
previous  year.    The  consumption  of  cotton 

same  six  months  of  this  year  was  3,074,654 
gainst  2,589,880  bales  in  the  same  period  of 
ivious  year.  The  prospect  for  prices  evi- 
depends  upon  two  events,  both  very  uncertain 
writing,  to  wit :  whether  or  not  the  war  will 
Fore  the  next  crop  is  sold,  and  the  size  of  the 
'here  is  evidently  a  temptation  for  the  planter 
ble  on  peace,  which  whenever  it  comes,  will 
y  advance  cotton.  On  the  other  hand  the 
Dunsel  must  be  for  the  South  to  contmue  to 
s  own  grain,  hay  and  all  supplies.  Along 
e  it  will  find  permanent  prosperity. 
5  are  bringing  fair  prices,  hogs  very  good 
ep  high  prices.  The  Government's  estimate 
stock  on  farms  on  January  1,  1910,  was  47,- 

hogs,  69,080,000  cattle  and  57,216,000  sheep. 
.  1,  1916,  the  Government  grives  68,047,000 
.1,441,000  cattle  and  49,162,000   sheep   on 

This  shows  20,265,000  more  hogs  on  farms 
r  than  in  1910,  but  7,639,000  less  cattle  and 
KD  less  sheep.  Notwithstanding  a  severe 
Dver  the  northern  range  country  stock  is  said 
)ming  through  in  good  condition. 

lancial  Situation. 


noney  market  remains  practically  unchanged 
Ltes,  although  there  can  be  no  doubt  that  an 
ion  of  funds  is  in  progress  over  the  country, 
re  are  reasons  for  thinking  that  the  present 
f  ease  will  not  last  throughout  the  year, 
are  rising,  as  shown  by  bank  reports  to  the 
oiler  and  by  the  Clearing  House  statements, 
expansion  of  domestic  business,  higher  corn- 
prices,  the  situation  in  security  markets  and 
:essities  of  our  foreign  trade,  all  forecast 
demands  upon  our  banking  resources, 
comptroller's  statement  of  the  condition  of 
3nal  banks  on  December  31st  last  shows  that 
ans  had  increased  since  December  31st,  1914, 
10,000,000,  of  which  not  quite  $700,000,000 
New  York  City.  A  considerable  portion  of 
Dans  undoubtedly  are  upon  securities,  and 
f  this  class  will  have  to  be  made. 
11  has  been  made  upon  the  depository  banks 
the  proceeds  of  the  $500,000,000  Anglo- 
loan  for  fifteen  per  cent  of  the  same, 
ndicates  that  the  disbursement  of  this  fund 
soon  completed.  The  British  government  is 
ically  pushing  its  campaign  for  gathering  the 


British  holdings  of  American  securities  into  its  pos- 
session. The  London  Times  of  recent  date  states 
that  this  effort  has  been  very  successful,  the  govern- 
ment committee's  purchases  having  been  about 
three  times  as  large  as  originally  anticipated.  These 
purchases  are  made  with  the  express  intention  of 
using  the  securities  for  the  creation  of  new  credits 
in  New  York,  either  by  sale  in  this  market  or  by 
borrowing  upon  them.  In  either  case  the  under- 
taking has  an  important  bearing  upon  the  situation 
here. 

All  comments  in  London  upon  the  financial 
aspects  of  the  war  show  an  expectation  that  the 
necessary  funds  will  be,  to  a  great  extent,  supplied 
by  realizing  upon  British  holdings  of  foreign  securi- 
ties, and  this  is  the  only  market  in  which  realization 
on  any  important  scale  can  take  place. 

These  securities  for  the  most  part  consist  of  the 
choice  issues  of  railway  bonds,  which  have  been 
accumulated  by  well-advised  British  investors  and 
they  are  coming  back  to  this  country  at  a  level  of 
prices  below  what  they  have  commanded  in  the  past. 
It  is  highly  desirable  that  they  shall  be  acquired, 
and  especially  so  since  they  will  be  oflfered  for  the 
purpose  of  supporting  sterling  exchange,  thus  facili- 
tating the  export  movement  of  our  products. 

The  bond  market  is  in  excellent  shape  to  take 
these  offerings.  The  country  is  accumulating  capital 
faster  than  ever  before  and  there  is  a  steady  in- 
vestment demand  with  little  new  financing  in  sight 
at  home.  If  the  British  government  can  sell  its 
holdings  outright  without  loss  presumably  this 
course  will  be  preferred,  otherwise  it  will  probably 
desire  to  borrow.  Of  course  these  securities  will 
not  be  finally  disposed  of  so  far  as  this  market  is 
concerned  until  they  rest  in  the  hands  of  investors 
and  are  paid  for.  Until  then  they  will  be  an  influ- 
ence in  both  security  and  money  markets. 

With  the  opening  of  spring  many  new  activities 
will  be  released,  and  the  demand  for  money  and 
credit  will  be  larger.  If  the  interior  banks  find  it 
necessary  to  replenish  their  cash  reserves  from 
New  York  the  situation  in  the  money  market  may 
change  speedily. 

Bonci  anj  Stocic  Market  for  February . 


The  bond  market  during  the  month  of  February, 
as  reflected  by  the  volume  of  sales  on  the  New  York 
Stock  Exchange,  has  been  less  active  than  in  Janu- 
ary, or  the  latter  part  of  1915.  The  average  daily 
transactions  to  the  close  of  business  February  23rd, 
have  been  $3,661,500,  compared  with  $4,621,900  in 
January  and  $4,635,000  in  Decemher,  1915.  Sales 
have  shown  a  tendency  to  decrease  in  the  latter  half 
of  the  month,  but  the  volume  of  business  is  still 
largely  in  excess  of  a  year  ago.  The  general  level 
of  prices  has  fluctuated  within  narrow  limits.  The 
average  price  of  40  active  bonds,  as  compiled  by  the 
New  York  Times,  on  February  23rd,  was  87.04, 
compared  with  87.07  on  the  first  instant.  During 
the  early  part  of  the  month  the  average  rose  to  87.35. 
The  real  investment  demand  for  the  high  grade 
issues  has  remained  active  and  the  prices  for  such 
bonds  have  been  firm. 

Anglo  French  5's  have  been  the  most  active  issue 


on  the  Exchange,  as  was  the  case  in  January  and 
December.  The  daily  sales  for  these  bonds  have 
averaged  during  the  month  over  $600,000.  This 
large  issue  is  gradually  being  absorbed  by  investors. 
The  E.  I.  du  Pont  de  Nemours  Company  has  just 
adopted  a  new  policy  by  distributing  $11,182,300 
Anglo  French  bonds  as  a  special  dividend  upon  its 
Common  Stock. 

Imperial  Japanese  Government  4^'s,  while  not 
as  active  as  the  above  bonds,  have  been  in  good  de- 
mand and  have  advanced  in  price.  Japan  reports 
a  superabundance  of  funds,  due  to  large  exports 
principally  of  munitions  to  Russia.  The  Govern- 
ment has  found  it  possible  to  raise  capital  by  in- 
ternal borrowing,  applying  the  proceeds  to  the  re- 
demption, prior  to  maturity,  of  short  time  issues  in 
London  and  Paris. 

International  Mercantile  Marine  Collateral  4^'s 
have  also  been  very  active,  reflecting  various  devel- 
opments attending  the  reorganization  of  the  Com- 
pany. New  York  Central  Debenture  Convertible 
6's  still  remain  one  of  the  favorite  issues  with  in- 
vestors and  traders.  New  York  Railways  Company 
Adjustment  Income  5*s  have  been  actively  traded 
in,  in  anticipation  of  the  3.2%  distribution  from 
earnings  for  six  months  to  December  31,  1915. 

Several  new  issues  have  been  offered  during  the 
month,  and  have  been  well  taken,  indicating  strong 
investment  buying.  The  largest  bond  offering  has 
been  the  $50,000,000  Midvale  Steel  &  Ordnance 
Company  twenty-year  5%  Collateral  Trust  Bonds. 
These  bonds,  which  are  convertible  into  stock  at 
$100.  per  share,  par  $50.,  were  offered  to  the  public 
at  99.  The  bonds  represent  the  only  funded  debt 
of  the  Company,  and  are  secured  by  the  acquired 
stock  of  the  Cambria  Steel  Company.  The  issue 
was  largely  over-subscribed. 

New  Y^ork  banking  houses  have  purchased  $18,- 
500,000  one-year  5%  Notes  of  the  Government  of 
the  Argentine  Nation.  The  notes  have  been  offered 
on  a  4.70%  basis.  Including  this  loan,  the  Argen- 
tine has  borrowed  $64,500,000  in  this  market  since 
the  outbreak  of  the  European  war.  Loans  to  the 
South  American  countries  were  formerly  sought  in 
Europe. 

Sales  on  the  exchange  during  February  have  de- 
clined in  the  last  few  days,  compared  with  the  first 
of  the  month.  The  average  daily  transactions  for 
the  first  9  days  of  the  month  were  505,246  shares, 
against  460,000  shares  for  the  last  nine  days.  In 
January  the  daily  average  was  547,949  shares. 
Railroad  stocks  have  generally  declined  a  small 
fraction,  while  industrial  issues  have  shown  the  op- 
posite tendency.  Copper  issues  have  been  firm  on 
account  of  the  very  high  prices  for  the  metal.  Can- 
adian issues,  especially  Canadian  Pacific,  have  been 
very  heavy,  due  to  the  prospects  of  additional  war 
taxes  on  the  profits  of  Canadian  corporations. 

>Vage  Controversiea. 

The  conference  between  mine  operators  and  their 
employes  for  the  settlement  of  the  terms  of  employ- 
ment in  the  anthracite  and  bituminous  coal  mines 
after  April  1st  next  is  now  being  held  in  New  York. 


The  differences  between  them  are  very  consid 
but  both  sides  seem  to  have  approached  the 
mg  in  a  conciliatory  spirit,  and,  what  is  parti 
gratifying,  with  recognition  of  the  public  int< 
an  amicable  adjustment. 

The  meeting  of  railway  managers  with  th< 
of  the  railway  orders,  to  consider  the  dema 
the  latter,  is  awaited  with  more  than  ordinal 
cern,  on  account  of  the  enormous  possibilit 
mischief  that  lie  in  a  disagreement.  The  h( 
the  orders  have  lately  given  out  denials  of 
taken  a  decisive  position  against  arbitration, 
is  known  that  they  were  much  dissatisfied  w 
results  of  the  last  arbitration  and  have  talked 
of  their  unwillingness  to  submit  to  anotlier. 

In  terms,  their  demand  is  simply  for  ai 
hour  day,  but  the  managers  say  that  the  con 
of  railway  operation  are  such  that  tlie  hours  c 
cannot  be  so  restricted,  and  that  the  correla 
mand  for  time-and-a-half  for  all  over-time 
a  large  increase  of  pay.  The  American  Fed 
of  Labor  has  announced  its  support  of  the  de 
These  and  other  demands  of  employes  up 
ployers  are  formulated  and  supported  b> 
organizations  generally  upon  the  theory 
granted  the  concessions  will  come  from  tlie 
of  employers  and  that  the  general  position  of 
earners  will  be  improved.  It  is  possible  tha 
may  be  isolated  instances  where  this  is  true, 
is  certain  that,  taking  the  whole  field  of  ir 
together,  it  is  not  true.  Generally  speaking, 
enter  into  the  prices  of  the  product,  and 
counter-balancing  economies  are  introduced, 
of  wages  means  that  the  public  must  pay  mi 
the  goods  or  services,  and  as  the  public  is 
composed  of  wage-earners,  the  effect  is  to  ra 
cost  of  living  on  themselves.  There  is  no  r 
vancement  or  betterment  of  conditions  in  this 
It  is  true  that  there  are  classes  which  are  n 
to  arbitrarily  raise  their  own  compensation, 
may  appear  that  some  advantage  is  secure 
them.  The  farmers  are  such  a  class ;  but  the 
of  raising  wages  in  the  cities  is  to  attract 
men  from  the  farms,  and  this  raises  the  pr 
farm  products  by  reducing  the  output,  and 
manner  a  readjustment  works  itself  all  arou 
circle. 

This  is  not  to  say  that  a  close  organizat 
wage-earners,  which  is  able,  either  by  reason 
skill  or  knowledge  required  or  by  help  of 
union  rules,  to  have  a  practical  monopoly  of 
tain  employment,  may  not  lift  wages  abo^ 
level  fo^r  work  of  the  same  grade  in  other  ei 
ments,  but  this  is  at  the  expense  of  other  w 
people  who  must  help  pay  these  costs. 

The  miners  who  are  now  complaining  of  tl 
of  living,  and  asking  to  have  their  wages  : 
will  be  affected  adversely  by  higher  freight  d 
upon  coal  or  upon  the  goods  they  consume,  a: 
railway  men  and  all  other  classes  of  wage-e 
will  be  unfavorably  affected  by  higher  cos 
mining  coal.  Furthermore,  when  the  advance 
been  made  all  around  the  circle,  so  that  eact 
of  workmen  has  gained  enough  to  offset  iti 
ncreased   payments   to   the   others — or,   in 


when  each  has  obtained  enough  to  make 
le  rising  "costs  of  living/'  the  net  result  is 
J  be  that  the  United  States  will  be  too  far 
he  level  of  costs  abroad  to  sell  its  products 
gn  markets.  It  is  certain  that  under  normal 
►ns  abroad  this  situation  would  result  in  a 
lent  of  production  here,  and  a  state  of  slack 
id  unemployment  which  would  be  costly  to 
irners. 

:ruth  is  tliat  the  only  gains  made  which  are 
Jie  expense  of  other  groups  or  classes  are 
hich  come  from  improvements  in  the  meth- 
jroduction  and  distribution.  Wherever  the 
can  be  increased,  or  a  saving  can  be  accom- 
in  distribution,  there  is  a  chance  for  gain, 
0  producer  or  consumer,  or  both.  During 
dozen  years  the  average  freight  train  load 
Jnited  States  has  been  increased  fifty  per 
fecting  an  important  economy  in  the  cost  of 
-tation.  Fair  play  would  dictate  that  the 
owners  who  had  the  enterprise  to  invest 
sssary  money  to  achieve  this,  should  have 
/  interest,  and  something  more  as  an  incen- 
Lt  the  railway  employes  should  be  compen- 
r  their  share  in  it,  and  that  the  public  should 
nething.  It  is  said  that  similar  gains  have 
ide  in  the  coal  industry,  and  if  so  it  is  de- 
hat  a  similar  distribution  occur  there. 

nost  serious  handicap  upon  industry  is  the 
le  prices  of  agricultural  products  which  has 
i  in  the  last  twenty  years,  and  which  has 
icessary  a  rise  of  wages  in  order  that  wage- 
m.ight  hold  their  own.  Great  efforts  are  be- 
e  by  the  Federal  government,  by  some  of  the 
nd  by  many  private  agencies  and  organiza- 
disseminate  a  knowledge  of  better  farming 
.  It  is  hoped  that  increased  yields  per  acre 
ice  costs  to  the  farm.ers  and  lower  prices  to 
;rs.  If  it  comes  out  so,  there  will  be  a  net 
ain  to  everybody,  and  this  will  illustrate  the 
line  of  progress  along  which  all  efforts 
)e  directed.  There  can  be  no  question  that 
3yers  and  employes  would  cooperate  har- 
ly  with  the  purpose  of  first  getting  the  larg- 
ble  production  of  every  commodity  of  com- 
:,  and  the  best  brains  of  the  country  would 
sntion  to  securing  distribution  in  the  most 
cal   manner,   the   benefits   would   surprise 


Revenues  and  Taxations. 

■ently,  the  problem  of  how  to  provide  the 
s  required  to  meet  the  estimated  expendi- 

the  Federal  government  for  the  next  fiscal 
IS  not  yet  been  worked  out  to  a  point  of 
nt  among  the  leaders  in  Congress.    The  war 

act,  which  by  its  terms  was  to  expire  on 
er  31st,  1915,  has  been  extended,  and  the 

one  cent  per  pound  on  importations  of 
^^hich  by  the  terms  of  the  Underwood  act, 
ease  to  be  effective  on  May  1st,  will  be  con- 

The  former  is  estimated  to  yield  in  the  fiscal 
17,  $82,000,000,  and  the  latter  $45,000,000 

Secretary  of  the  Treasury  calculates  that 


$112,800,000  of  additional  revenue  should  be  forth- 
coming in  order  to  meet  the  increased  expenditures 
upon  the  army  and  navy  and  maintain  a  working 
balance  of  $50,000,000  in  the  Treasury.  The 
amount  required  is  not  much  above  $1.00  each  for 
the  inhabitants  of  the  United  States,  which  is  not 
a  formidable  sum  as  compared  with  the  taxes  our 
neighbors  in  Canada  and  the  peoples  of  Europe  are 
called  upon  to  pay,  but  it  is  no  easy  task  to  reach  an 
agreement  upon  how  it  shall  be  raised.  The  Presi- 
dent and  Secretary  of  the  Treasury  have  suggested 
certain  specific  taxes,  upon  steel  products,  gasoline, 
automobiles,  etc.,  all  of  which  are  vigorously  op- 
posed by  the  people  who  would  be  directly  affected, 
and  who  protest  that  the  cost  of  national  prepared- 
ness should  not  be  put  upon  a  few  industries.  In 
the  past,  resort  has  been  had  to  a  stamp  tax  on  bank 
checks,  but  the  use  of  bank  checks  has  been  popular- 
ized to  a  point  where  there  is  manifest  reluctance  to 
put  any  burden  there.  The  proposal  that  meets  with 
the  smallest  numerical  protest  is  that  to  enlarge  the 
application  of  the  income  tax  and  to  increase  the 
super-taxes  upon  large  incomes, 

1  be  Income  Tax. 


The  collections  under  the  income  tax  have  now 
been  made  twice,  i.e.,  for  ten  months  of  1913  and 
the  full  calendar  year  1914.  The  amounts  received 
under  the  several  classifications  of  the  law  during 
the  fiscal  years  1914  and  1915  are  as  follows: 


1914 
Income     tax,     normal.  .$12,728,038.02 
Income  tax.  additional: 
Net  incomes — 
$20,0U0    to    $50,000..    2,934,754.40 
$50,0U0    to    $76,000..    1,645,639.30 
$75,000    to  $100,000..    1,323,022.61 
$100,000  to  $250,000..    8,835,948,45 
$250,000  to  $500,000..    2,334,582.95 
Exceeding  $500,000   .   3,437,850.23 
Accepted  offers  in  com- 
promise, etc 13,698.89 


1915 
$16,559,492.93 


4,106,673.36 
2,500,890.33 
2,102,927.01 
6,945.104.55 
3,328,423.78 
6,439,004.64 

63.645.59 


Increase 
$3,831,454.91 


1,171,918.96 
855,251.03 
779,9U4.40 

2,109,156.10 
993,840.83 

3,001,154.31 

49,946.70 


$28,253,634.85     $41,046,162.09     $12,792,627.24 

The  total  number  of  taxable  incomes  reported  in 
the  fiscal  year  1915  was  357,515,  against  357,598 
in  the  fiscal  year  1914. 

The  report  of  the  Commissioner  for  Internal 
Revenue,  from  which  the  above  figures  are  taken, 
also  gives  the  number  of  returns  for  the  taxable 
year  1914,  classified  as  follows : 


0.  of  Returns. 

Classification  According  to  In 

82,754 

3,000 

to 

4,000 

66.525 

4,000 

to 

5,000 

127,448 

5.000 

to 

10,000 

34.141 

10,000 

to 

15,000 

15.790 

15.000 

to 

20,000 

8,672 

20,000 

to 

25,000 

5,483 

25,000 

to 

30,000 

6,008 

30.000 

to 

40.000 

3,185 

40,000 

to 

50,000 

3.660 

60,000 

to 

75,000 

1,601 

75,000 

to 

100,000 

1,189 

100,000 

to 

150,000 

406 

150.000 

to 

200.000 

233 

200,000 

to 

250,000 

180 

250.000 

to 

300.000 

147 

300.000 

to 

400,000 

69 

400,000 

to 

600,000 

114 

500.000 

to 

1,000,000 

60 

1,000,000 

to 

and  over 

357,515 


These  classifications  are  irregular  and  might  be 
misleading  if  this  fact  was  not  observed.  Thus  a 
glance  might  lead  to  the  conclusion  that  more  people 
had  incomes  of  from  $5,000  to  $10,000  than  of  any 


^^.'nnn^'^^'  ^"^^  '^i^^^  ^^^  ^^^sses  from  $3,000  to 
$5,000  are  consolidated  the  number  is  larger  al- 
though the  classification  is  still  much  narrower'  In 
fact  the  number  of  incomes  in  each  class  diminishes 
quite  regularly  in  the  higher  classes.  The  number 
of  incomes  ranging  from  $3,000  to  $20,000  agijre- 
gated  326,658,  against  31,857  above  $20  000-  2  348 
above  $100,000,  and  174  above  $500,000.  The'l74 
people  paid  more  than  one-seventh  of  the  total 
amount  realized  from  the  income  taxes. 

Dangers  of  Graduated  Taxation. 

The  chief  objection  made  to  the  graduated  income 
tax  when  it  was  introduced  was  that  it  was  a  system 
which  could  be  used  with  dangerous  facility  to  serve 
all  sorts  of  socialistic  schemes  for  confiscating  in- 
comes and  dividing  up  property.  Aside  from  the 
object  of  raising  the  necesary  taxes  to  support  the 
present  system  of  government,  a  considerable  num- 
ber of  people  unquestionably  favor  its  constant  ex- 
tension for  the  above  purpose.  It  is  evident  that 
if  the  functions  of  government  are  constantly  en- 
larged, and  the  increasing  costs  are  thrown  upon  the 
large  incomes,  a  transition  to  the  socialistic  state 
will  be  eventually  accomplished,  and  we  may  be  well 
on  the  way  toward  it  before  many  people  compre- 
hend that  a  revolution  is  taking  place. 

Well-intentioned  people  are  led  to  support  this 
program  upon  the  general  theory  that  these  great 
incomes  are  too  large  to  be  devoted  to  the  pleasure 
and  benefit  of  the  owners,  but  should  be  used,  or  at 
least  divided,  for  the  benefit  of  the  community. 
They  fail  to  see  the  vital  and  fundamental  fact  that 
these  large  incomes  are  chiefly  used  for  public  pur- 
poses now.  Only  a  small  portion  of  these  incomes 
is  consumed  by  the  owners  and  their  dependents; 
the  larger  part  is  re-invested  productively,  which 
means  that  it  is  devoted  to  enlarging  and  improving 
the  industrial  equipment  by  which  the  entire  com- 
munity is  served.  Such  investments  are  the  propel- 
ling force  by  which  the  progress  of  society  is  carried 
forward. 

We  think  of  income  in  terms  of  money,  but  the 
gains  of  a  people  from  year  to  year,  in  an  economic 
sense,  are  in  tangible  things,  and  of  two  classes. 
They  are  either  in  consumable  things  which  min- 
ister directly  to  comfort  and  pleasure,  or  in  addi- 
tions to  the  equipment  for  producing  these  things. 
Each  individual  actually  withdraws  from  the  total 
income  of  the  community  simply  what  he  consumes 
or  uses  upon  himself.  That  which  he  invests  in 
productive  equipment  is  not  devoted  to  himself. 
The  title  may  be  in  him,  but  the  plant  is  working 
for  the  public.  All  of  the  benefits  of  this  indus- 
trial plant  come  out  in  the  flow  of  products,  and  the 
real  distribution  of  income  is  there,  and  not  in  the 
ownership  of  the  equipment. 

However  miserly  and  grasping  the  owners  of 
capital  may  be,  they  cannot  invest  it  in  industry  ex- 
cept for  the  satisfaction  of  public  wants  and  when 
the  investment  is  never  withdrawn,  and  the  proceeds 
are  reinvested  over  and  over  for  the  same  purpose, 
it  is  as  truly  devoted  to  public  use  as  though  the 
title  was  passed  to  public  officials.  For  what  better 
could  public  officials  do  with  it  ? 


Indeed,  the  whole  issue  comes  at  last  to  th< 
tion,  whether  these  fortunes,  and  the  income: 
them,  will  be  most  economically  and  effe 
handled  by  the  men  who  have  made  the  fortu 
by  the  changing  public  officials  into  whose  hi 
is  proposed  to  place  them. 

It  is  not  probable  that  income  taxation  \ 
carried  far  enough  at  present  to  actually 
anybody's  expenditures  upon  his  own  pers 
household ;  it  will  simply  reduce  that  portion 
is  available  for  productive  investment,  or,  in 
words,  the  portion  devoted  to  public  purposes. 

This  statement  is  directed  against  the  co 
tory  purpose  which  prompts  a  large  part  < 
agitation  for  increased  super-taxes  upon  lar 
comes.  Taxation  to  meet  the  necessary  ex 
of  government,  of  course,  is  proper,  and  the 
ciple  that  those  who  can  pay  without  sacrifice  i 
not  only  pay  in  proportion  to  their  property  ho 
but*  more,  when  reasonably  interpreted,  is  a 
one.  Our  entire  system  of  taxation  is  ver> 
upon  the  poor.  The  customs  duties  are 
mainly  upon  articles  consumed  by  well-to-do  p 
and  the  Federal  government's  internal  ta> 
although  yielding  large  sums,  is  upon  article 
are  not  necessaries.  Local  taxes  are  levied  r 
upon  real  estate.  There  is  no  serious  object 
a  moderately  graduated  income  tax,  for  the 
pose  of  raising  necessary  revenues,  so  loi 
the  distribution  of  taxation  is  broad  enough 
sure  a  general  interest  in  the  proper  and  econc 
administration  of  the  government.  A  goven 
from  which  all  derive  benefits  and  in  whii 
participate  should  certainly  have  some  degr 
support  f.rom  all,  not  only  as  a  matter  of  righ 
because  no  proper  restraint  upon  expenditu 
otherwise  conceivable. 

Cattle  Paper. 


Mr.  Beverly  D.  Harris,  Vice-President  of  th 
tional  City  Bank  of  New  York,  delivered  an  ac 
on  the  9th  ult.,  before  the  Kansas  Live  Stock 
ciation  at  Wichita,  from  which  a  few  extract 
given  below.  The  production  of  beef  is  one  c 
must  important  industries  of  the  country,  vi 
from  the  standpoint  of  either  producer  or  consi 
and  Mr.  Harris,  from  his  long  experience 
banker  in  Texas,  is  thoroughly  familiar  with  ^ 
phase  of  it.    He  said  in  part : 

For  the  last  two  years  the  country  as  a  whole  hai 
blessed  with  large  crops  of  feed  and  forage,  abi 
stock  water,  and  exceptionally  good  average  conditio 
all  sorts.  There  had  been  declining  production  ai 
creasing  consumption  for  a  number  of  years  and  aft 
first  shock  of  the  war  the  indications  that  this  cc 
would  soon  enter  into  a  period  of  prosperity  and  g 
enlarged  domestic  consumption,  and  would  be  call 
heavily  from  abroad  to  supply  tlie  requirements  of  E 
— forecasting  high  prices — were  a  perfectly  natural  : 
tive  to  widespread  stocking  up,  and  it  was  very  oppo 
at  a  time  when  such  large  quantities  of  feed  and  f 
were  being  produced.  The  demand  for  stock  cattl 
breeding  purposes;  for  canners  to  supply  the  Eur 
armies ;  for  cattle  exported  on  the  hoof,  and  finishec 
for  domestic  and  export  consumption,  have  unde 
natural  laws  of  demand  and  supply,  put  up  prices 
high.  During  the  past  year  money  has  been  in  gi 
abundance  and  at  average  lower  rates  than  ever  befc 
our  history.     In  fact  multiplied  millions  of  dollars 


•  commercial  loaning  have  accumulated  to  the  point 
;hey  could  not  be  profitably  employed.  These  ex- 
lary  money  conditions  have  brought  about  an  un- 
nted  demand  for  cattle  paper,  and  in  many  cases 
istitutions  which  had  not  been  accustomed  to  buy 
with  little  practical  information  or  discrimination 
)urchase  of  such  loans.    *    ♦    * 

»  been  said  that  as  the  average  price  of  beef  cattle 
ges  has  more  than  doubled  in  the  last  seven  years, 
red  twice  as  much  money  to  finance  the  business, 
present  time  this  is  apparently  an  understatement 
eal  facts.  It  seems  to  be  the  consensus  of  opinion 
r  well  informed  authorities,  that  under  the  influence 
easy  conditions  which  I  have  described,  too  many 
vith  Httle  or  no  financial  or  other  responsibility  are 
icouraged  by  the  loan  of  funds  representing  prac- 
he  purchase  price,  to  buy  cattle  at  the  present  high 
:reating  a  large  volume  of  credits  of  an  inflated 
:r  and  very  insecure  foundations, 
well  known  that  with  the  high  prices  which  have 
d,  feeding  for  the  market  has  not  turned  out 
ly  in  a  very  large  number  of  instances,  and  there 
been  the  proper  parity  between  the  raw  and  fin- 
oduct 

elt  that  the  multiplication  of  cattle  companies  and 
:h  competition  for  business  is  making  credit  too 
educing  margins  of  safety  and  promoting  specu- 
Too  much  speculative  buying  is  forcing  the  aver- 
)rices  up  to  a  point  that  may  be  dangerous, 
pect  to  feeder  loans,  where  the  borrower  has  suf~ 
eed  to  put  the  cattle  on  full  feed  for  a  period  of 
six  months,  the  practice,  as  you  know,  is  pretty 
to  lend  in  many  cases  practically  the  purchase 
the  cattle,  regarding  the  feed  as  the  margin,  as  a 
full  feed  will  gain  from  lJ/4  to  2^  pounds  a  day 
Lild  be  finished  for  market  on  an  average  within 
nths.  A  thousand  pound  steer,  let  us  say,  would 
round  1,200  pounds  when  ready  for  market,  the 
e  in  weight  furnishing  a  very  respectable  margin, 
e  borrower  has  no  other  margin  in  the  transaction 
Id  be  able  to  make  a  statement  indicating  ample 
esponsibility  to  fully  protect  all  parties  concerned. 

*  In  this  connection   I   am  pleased  to   see  that 
the  companies  in  the  line  of  improved  methods 

d  management  are  requiring  their  borrowers  to 
signed  statements  of  their  holdings  and  liabilities 
orms  furnished  and  required  by  the  Federal  Rc- 
mks.  By  all  means  I  hope  to  see  this  practice 
general,  not  only  because  it  will  help  the  sale  of 
r  in  making  it  eligible  for  rediscount  with  the 
Reserve  Banks,  in  case  of  need,  but  for  the  still 
portant  reason  that  it  is  one  of  the  best  safe- 
fiat  can  be  thrown  around  the  business.  In  prac- 
11  commercial  lines  statements  are  invariably  re- 
s  a  basis  of  credit,  and  properly  so.  The  livc- 
:urity  is  perishable  and  subject  to  loss  or  depre- 
1  value.  A  borrower  who  is  not  willing  to  make 
ent  of  his  afi^airs  in  seeking  credit  in  the  cattle 
IS  not  entitled  to  any  more  consideration  in  this 
lan  a  borrower  in  any  other  line  of  business  *  *  ♦ 
on  stockers,  as  we  all  know,  are  now  extremely 
he  following  opinion  of  one  of  the  recognized 
es  in  the  cattle  loan  business  is  shared  by  many : 
evident  to  me  cattle  are  being  held  at  too  high 
This  refers  particularly  to  cows  and  calves.  In 
ment  under  the  present  prices  of  beef  the  or- 
Uf,  six  to  ten  months  old,  should  be  sold  for  de- 
about  the  time  it  is  a  year  old  at  from  $20  to 
head,  whereas  the  price  is  now  $30  to  $35  per 

irchase  of  cattle  paper  in  the  large  Eastern  money 
is  usually  through  cattle  loan  companies  or  banks 
:e  the  loans  and  give  their  endorsements  in  con- 
It  is  not  often  practicable  to  make  direct  loans, 
rould  involve  too  much  loss  of  time,  expense  and 
1  making  investigations,  to  be  practicable  or  satis- 
The  purchasers  naturally  prefer  some  inter- 
to  make  the  purchases  and  look  after  the  security 
le  life  of  the  loan,  and  handle  it  in  case  of  trouble, 
rabihty  of  the  paper  is  based  on  the  following 
ktions :  • 


1.  The  financial  responsibility  and  the  strength  of  the 
connections,  supporting  the  institution  selling  the  paper, 
and  the  ability,  experience  and  integrity  and  safe  poUciei 
of  the  individuals  concerned  in  its  management.  The 
knowledge  that  they  make  careful  and  thorough  inspec- 
tions and  look  closely  after  the  security  throughout  the 
life  of  the  loan. 

-  2.  The  character  and  responsibility,  financial  and  moral, 
of  the  borrower.  In  the  cattle  business,  as  in  every  other, 
integrity  and  the  moral  risk  are  the  first  consideration. 
To  quote  from  Mr.  Hollings  of  the  Inter-State  National, 
Kansas  City — "The  brand  on  the  man  is  more  important 
than  the  brand  on  the  cattle." 

3.  The  character  of  the  security,  amount  of  margin,  lo- 
cation, arrangements  for  feed,  water  and  handling;  trans- 
portation facilities;  protection  from  weather  and  disease. 

4.  Liquidity.  Loans  which  will  be  naturally  liquidated 
within  short  time  by  movement  of  the  cattle  to  market- 
grown  steers  in  feed  lots  preferred.  Stocker  loans  are 
oftentimes  very  safe  and  desirable,  but  this  class  of  paper 
as  a  rule  is  slower  in  liquidating. 

5.  Loans  on  range  cattle,  calves  and  young  stock  are 
usually  subject  to  more  hazards  than  other  loans.  All  con- 
ditions surrounding  loans  of  this  character  should  be 
looked  into  very  carefully,  with  regard  to  safety. 

6.  The  cattle  mortgage  laws  of  different  states  vary 
very  materially  in  their  provisions.  They  should  be 
studied  carefully  and  thoroughly  understood.  The  orig- 
inal or  certified  copy  of  the  mortgage  should  accompany 
the  loan,  showing  filing  and  that  all  legal  requirements 
have  been  complied  with. 

7.  It  is  very  important  all  the  stock  mortgaged  should 
have  distinctive  brands,  and  the  location  clearly  desig- 
nated, recorded  in  the  mortgage,  by  which  the  cattle  can 
at  any  time  be  immediately  identified.  The  cattle  should 
be  in  pastures  enclosed  with  fences,  and  the  mortgage 
should  cover  all  cattle  of  any  certain  brand,  or  be  a 
JDlanket  mortgage  covering  all  cattle  of  all  brands  belong- 
ing to  the  borrower.  It  is  very  unsafe  to  have  mort- 
gages held  by  difi^erent  lenders  on  cattle  of  the  same  brand, 
running  in  the  same  pastures. 

8.  Many  purchasers  will  not  buy  split  loans.  This  is  a 
matter  requiring  expert  judgment  and  knowledge  of  con- 
ditions, as  under  some  circumstances  serious  complications 
may  arise. 

9.  Renewals  should  be  taken  with  careful  attention  to 
the  laws  of  various  states  and  with  a  full  understanding 
of  the  circumstances  warranting  the  renewal,  and  that  the 
security  is  not  being  impaired  or  dissipated. 

10.  Loans  on  equities  or  undivided  interests  are  un- 
desirable. 

Observing  these  tests  in  the  selection,  it  has  been  my 
experience  over  a  long  period  of  time  with  various  insti- 
tutions, that  there  is  no  more  desirable  paper  than  cattle 
paper  of  the  right  sort.  It  can  be  Hquidated  in  times  of 
panic  and  tense  money  markets,  affording  relief  when 
liouidation  in  many  other  lines  is  tied  up.  In  times  of 
financial  crises  the  packing  house  and  livestock  interests 
are  invaluable  to  the  country,  and  afford  quick  relief 
through  hquidation,  and  the  bankers  of  the  country  should 
always  bear  this  in  mind  and  extend  them  all  legitimate 
financial  support  to  which  they  are  entitled. 

Conclition  oi  Britisli  Banks. 


The  London  papers  received  recently  give  the 
statements  published  by  the  British  joint  stock  banks 
showing  their  condition  at  the  close  of  the  year  1915. 
The  aggregates  for  the  principal  items  of  twenty- 
nine  London  and  provincial  institutions,  including 
the  leading  ones  of  the  United  Kingdom,  are  given 
below,  and  also  the  figures  for  the  same  items  at  the 
close  of  1914  and  before  the  war. 


June  30, 1914      Dec.  31, 1914 

Deposits    $4,220,000,000    $4,600,000,000 

Cash   in  hand 

and  at  Bank 

of  England  .  650,000,000  965.000.000 
At   Call   and 

Short  Notice.      530,000,000         425,000,000 


Dec.  31, 1915 
$4,985,000,000 


950,000,000 
357,000,000 


6 


Investments   ...      740,000,000         845,000,000      1,655,000,000 
Discounts  and 

Advances    ...  2,655,000,000      2,725,000,000      2,405,000,000 

The  most  notable  change  shown  is  in  the  increase 
of  investments,  which  since  June  30,  1914,  is  about 
$900,000,000,  and  represents  subscriptions  to  the 
war  loans.  This  was  to  be  expected,  but  the  surpris- 
ing feature  of  the  statement  is  the  reduction  shown 
in  the  loan  items.  Money  at  call  and  short  notice 
and  the  discounts  and  advances  all  show  smaller 
figures  than  before  the  war.  It  was  to  be  expected 
that  with  the  great  pressure  upon  the  public  to  sub- 
scribe for  the  government  loans,  there  would  have 
been  considerable  borrowing  at  the  banks  for  that 
purpose,  but  whatever  there  is  of  this  does  not  equal 
the  reduction  in  loans  for  business  purposes.  It  will 
be  remembered  that  the  Bank  of  England  at  the  out- 
break of  the  war,  took  over  from  the  joint  stock 
banks  a  large  amount  of  bills  which  could  not  be 
collected  on  account  of  w^ar  conditions;  this  action 
reduced  their  holdings  of  bills  and  at  the  same  time 
increased  their  deposits.  Their  deposits  also  show 
an  increase  of  $385,000,000  in  the  past  year.  The 
figures  all  reflect  the  fact  that  Great  Britain  to  a 
great  extent  has  financed  the  war  by  withdrawing  in- 
vestments from  other  countries. 

In  order  to  include  the  entire  banking  situation, 
the  figures  for  the  principal  items  of  The  Bank  of 
England,  and  for  the  Treasury  Exchequer  notes 
for  the  same  dates,  are  given  below : 

July  29  Dec.  30  Dec.  29 

1914  1914  1915 

Gold    $183,357,029  $349,480,325  $258,692,150 

Deposits    335.fifiO,625  764.323.450  808,299.370 

Gov't  Securities 55.025,630  74.027,645  164.200.080 

Other    Securities 236,537,650  516,469.215  560,378,550 

Exchequer    Notes 192,390,820  515,625,495 

Gold      (for      exchequer 

notes)    92,500,000  142,500,000 

Canadian  ATiairg. 

In  the  annual  budget  speech  of  Sir  Thomas 
White,  Minister  of  Finance  of  Canada,  delivered  in 
Parliament  a  few  days  ago,  he  stated  that  the  ex- 
penditures of  the  Dominion  to  January  1916,  on 
account  of  the  war  had  amounted  to  $158,000,000, 
and  that  $150,000,000  had  been  borrowed  on  this 
account.  With  250,000  troops  now  enlisted  and 
500.000  enlistments  authorized,  he  estimated  that 
$250,000,000  would  be  required  to  finance  the  war 
during  the  fiscal  year  beginning  April  1st.  He 
stated  that  the  war  taxes  imposed  a  vear  ago,  which 
were  calculated  to  yield  $150,000,000,  have  in  fact 
yielded  $170,000,000.  New  war  taxes,  calculated 
to  yield  $25,000,000  to  $30,000,000  are  proposed, 
the  noteworthy  feature  of  these  being  levies  upon 
business  profits.  Incorporated  companies,  except 
life  insurance  companies  and  those  engaged  in 
agriculture,  are  to  be  taxed  one-fourth  of  their  net 
profits  in  excess  of  7  per  cent  on  their  capital,  and 
individuals  and  partnerships  one-fourth  of  their 
profits  in  excess  of  10  per  cent  on  their  capital. 
These  taxes  will  not  apply  to  firms  or  companies  of 
less  than  $50,000  capital  unless  they  are  manufac- 
turing munitions. 

The  Dominion  has  a  revenue  surplus  for  the  year 
now  closing  of  about  $45,000,000,  and  with  the  new 
taxes   proposed   it   is   going   a   long  way  toward 


financing  the  war  out  of  current  revenues,  wh 
a  very  courageous  and  statesmanlike  policy.- 
Treasury  is  carrying  a  gold  reserve  agams 
Dominion  currency  issues  of  $115,000,000  or 
per  cent  of  the  currency  outstanding,  anc 
Minister  pledges  that  there  will  be  no  resc 
issues  of  unsecured  paper. 

The  foreign  trade  situation  has  shown  a  rer 
able  reversal.  For  the  calendar  year  1913  ther 
an  adverse  balance  of  $198,500,000;  for  1914 
was  an  adverse  balance  of  $70,300,000,  am 
1915  there  was  a  favorable  balance  of  $201,70( 

The  big  1915  wheat  crop  and  the  manufactii 
war  supplies  are  responsible  for  this  change, 
trade  balance  is  sufficient  to  take  care  of  z 
year's  Canadian  payments  on  interest  accou 
London,  with  perhaps  $50,000,000  over,  so  that 
at  home  and  abroad  Canada's  finances  are  in 
shape. 

The  Canadian  Bank  of  Commerce  estimate: 
40  per  cent,  of  the  grain  crop  is  still  in  the  far 
hands.  There  is  now  full  employment  for 
and  trade  and  financial  conditions  are  good. 
turns  from  46  Canadian  cities  show  building 
mits  in  1915  amounting  to  $34,500,000  a] 
$97,600,000  in  1914.  The  Canadian  governm 
continuing  work  upon  the  Quebec  bridge,  the 
land  Canal,  the  Hudson  Bay  railway,  and  terr 
and  port  works  of  considerable  importance. 

Report  OT  Federal  Reserve  Boarcl. 

The  second  annual  report  of  the  Federal  Re 
Board  is  in  fact  its  first  report  covering  one 
It  reviews  a  year  devoted  to  the  formulation  ol 
cies,  and  we  have  already  from  time  to  time 
cated  that  in  our  opinion  the  Board  was  proce 
wisely  and  laying  good  foundations.  The  re 
banks  have  done  but  little  business,  and  this  i 
expresses  a  sensible  opinion  when  it  says  that, 
attempt  of  the  Federal  Reserve  Banks  to  a 
business  by  further  reduction  of  their  rates 
only  have  produced  a  further  depression  of 
and  increased  the  danger  of  inflation  of  credit 
out,  at  the  same  time,  bringing  additional  busin 
the  Federal  Reserve  Banks." 

The  Board  indicates  that  the  reserve  bank 
not  wait  for  business  to  come  to  them  froi 
member  banks,  and  that  they  will  enter  the 
market  freely.  "When  prevailing  money 
harden,  as  they  may  be  expected  to  in  time,  i 
be  the  policy  of  the  Board  to  encourage  the  F( 
Reserve  Banks,  through  the  active  purcha 
paper  and  the  increase  of  investments,^  to  r 
funds,  and  thereby  steady  rates  at  what  it  con( 
to  be  the  normal  level." 

The  Board  refers  to  some  of  the  discussion 
occurred  last  year  as  to  the  propriety  of  discoi 
paper  which  might  arise  out  of  purchases  by  1 
erent  powers  in  this  market,  and  states  that 
"reached  the  conclusion,  supported  by  comi 
legal  advice,  that  the  purpose'  for  which  goo 
sold  or  exported,  or  the  use  to  which  such  goo( 
ultimately  put.  does  not  fall  within  its  provir 
jurisdiction.  If  the  transactions  which  have 
rise  to  such  sales  or  shipments  are  of  a  true 


STATEMENT  OF  RESOURCES  AND  LIABILITIES  OF  EACH  OF  THE  TWELVE  FEDERAL 
RESERVE  BANKS  AT  THE  CLOSE  OF  BUSINESS  FEBRUARY  25,  1916. 

(In  Thousands  of  Dollars) 


landcertif  s.  Set- 
und.  Cr.  Balances 

lementFund 

leroption  Kund  •  • 

Boston 

13.259 
3,344 

N.Y. 

160.218 

6.499 

236 

Phila. 

6,876 

6,289 

50 

Clev'd 

11.168 
11,193 

Rich'd 

4  678 

10,580 

320 

Atlant? 

5.631 

5,776 

319 

Chicago 

33.208 

10,769 

2C0 

St.  Louis 

5,281 
2,G21 

1 

M'npl's 

3198 

4,049 

30 

Kas.City 

8.225 

2,575 

98 

10,898 
183 

Dallas 

4,022 

9,501 

^45 

S.Fr'sco 

6,727 

3,239 

10 

Total 

262.491 
76,435 
1.51^ 

al  gold  reserves., 
ider  notes.  Silver 
and  Sub.  coin.... 

al  Reserves 

ounted,  Members 

»iaJ  paper 

ht  in  open  market 

al                  

16,606 
133 

138,953 
7.657 

13,215 
4.812 

22,361 
1,387 

15  578 
119 

11,726 
125 

4i,177 
1.665 

7,903 
304 

7,277 
453 

13.768 
835 

9,976 
5 

340.438 
17,678 

16.739 

174,610 

18,027 

23.748 

15.697  . 

11851 

45,842 

8.207 

7,730 

11,081 

14.603 

9.981 

358.116 

183 

8  654 

167 
12  556 

199 
1544 

217 
1,009 

6.646 
175 

4,482 
3o0 

1.984 
1.955 

802 
725 

915 
539 

2.070 
527 

4.741 
50 

421 

960 

22.827 
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["otal  Reserve  notes  in  circulation,  171.368. 

Vfter  deduction  of  items  in  transit  between  Federal  Reserve  Banks.  13,274.  the  Gold  Reserve  aerainst  Net  Liabilities  is  76.5^  and  the 

sash  reserve  is  80.4^.     Cash  Reserve  against  liabilities  after  setting  aside  40^  Gold  Reserve  against  net  amount  of  Federal  Reserve 

■lotes  in  circulation.  81  3^. 

ilaturities  of  bills  discounted  and  loans:  within  10  days,  7,477;  to  30  days,  11.750;  to  60  days,  16.758;  other  maturities,  15,896;  Total: 

1.881. 


nature,  if  the  basis  upon  which  they  rest  is 
)  to  comply  v/ith  the  requirements   of   the 

Reserve  Act,  and  if  the  maturity  of  the 
lis  within  the  limitation  of  the  law,  then  the 
rowing  out  of  them,  no  matter  by  whom  or 
it  drawn,  may  at  will  be  discounted  by  Fed- 
serve  Banks,  and  must  be  regarded  as  falling 
the  legitimate  sphere  of  their  operations." 
loteworthy,  as  pertinent  to  the  entire  subject 
ticing  our  exports,  whether  by  use  of  the 
Reserve  System  or  otherwise,  that  the 
should  make  this  declaration: 

Board,  however,  believes  that  the  financing  of  the 
s  export  trade  is  at  the  present  time  one  of  the 
portant  financial  problems  with  which  the  nation 
eal ;  and  it  is  of  the  opinion  that  Federal  Reserve 
an  not,  even  if  they  would,  avoid  the  responsi- 
assistinp  in  this  process  of  financing  what  legiti- 
ind  properly  devolves  upon  them." 

Board  admits  that  not  much  progress  has 
ade  in  establishing  the  clearance  system  for 

which  is^  the  difficult  problem  with  which  it 
3eal.  It  is  firm  in  its  purpose,  how^ever,  de- 
that  the  reserve  balances  to  be  carried  in  the 
by  the  reserve  banks  instead  of  the  corre- 
it  banks  should  perform  the  work  of  clearing 
Ilecting  the  exchanges  of  the  country, 
idments  are  recommended  as  follows: 
^  National  banks  should  be  permitted  to  sub- 
tor  and  hold  stock  in  banks  organized  to  do 
s  in  foreign  countries. 

Permission  should  be  given  for  the  issue  of 
I  Reserve  notes  direct  to  Federal  Reserve 


banks  for  gold,  the  gold  however,  to  still  count  as  a 
part  of  the  reserve  which  the  bank  is  required  to 
maintain  against  notes.  This  is  a  rather  awkward 
proposition,  made  necessary  by  the  fact  that  the 
Federal  Reserve  Banks  do  not  issue  their  own,  but 
government  notes. 

(3)  The  acceptance  privilege  should  be  ex- 
tended to  include  domestic  transactions  secured  by 
shipping  documents  or  warehouse  receipts. 

(4)  Permission  should  be  granted  to  national 
banks  to  establish  branch  offices  within  the  city,  or 
within  the  county  in  which  they  are  located. 

(5)  In  order  to  enable  member  banks  to  readily 
acquire  short  accommodation,  the  reserve  banks 
should  be  authorized  to  make  advances  for  periods 
not  exceeding  15  days,  upon  their  promissory  notes, 
secured  by  any  collateral  which  could  be  redis- 
counted  under  the  Federal  Reserve  Act,  or  upon 
government  bonds. 

(6)  Certain  further  concessions  to  banks  out- 
side of  central  reserve  cities  are  recommended  in 
the  matter  of  real  estate  loans,  provided  such  loans 
do  not  exceed  25  per  cent,  of  capital  and  surplus, 
or  one-third  of  its  time  deposits. 

Discount  Rates. 


Discount  rates  of  each  Federal  Reserve  Bank  in  effect 
Feb.  28th,  1916,  are  the  same  as  those  of  Jan.  29th.  1916— 
excepting  the  Boston  rate  on  Trade  Acceptances  has  been 
reduced  from  3H%  to  3%  ;  and  the  San  Francisco  rate  on 
Agricultural  and  Live  Stock  Paper  has  been  reduced  from 
6%  to  5H%. 


THE  NATIONAL  CITY  BANK  OF  NEW  YORK. 
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War  an  J  Peace  Pro  spec  ta. 

THE  despatch  of  United  States  troops  into 
Mexico  in  pursuit  of  Villa  and  his  band 
has  created  another  acute  situation  in 
our  relations  with  that  country.  Villa's 
murderous  attack  upon  the  town 
of  Columbus  is  best  explained  as  a  desperate  at- 
tempt to  provoke  intervention  by  the  United  States 
in  hopes  that  the  situation  resulting  would  be  more 
favorable  to  him.  The  masses  of  the  Mexican 
people  may  be  easily  deceived  as  to  the.  purposes 
for  which  United  States  soldiers  are  in  their  coun- 
try, and  there  are  various  factions  in  Mexico  which 
would  be  pleased  to  have  more  trouble  develop  for 
Carranza,  whatever  the  pretext.  Hopes  for  a  re- 
storation of  order  and  industry  in  Mexico  have 
been  so  often  dashed,  that  it  is  impossible  to  pre- 
sume that  when  one  troublesome  factor  is  elimin- 
ated, others  will  not  arise.  A  few  months  ago,  there 
was  prospect  for  a  good  revival  of  trade  with  that 
country,  but  the  last  alarm  has  caused  a  more  gen- 
eral exodus  of  Americans  from  the  interior  dis- 
tricts than  any  previous  one. 


Sinews  of  War. 


During  the  past  month  another  European  state 
has  been  involved  in  the  war,  Portugal,  by  the  seiz- 
ure of  German  merchant  ships  in  her  harbors,  hav- 
ing provoked  a  formal  declaration  by  Germany. 
The  Portuguese  government  has  stated  that  its  ac- 
tion was  taken  in  response  to  a  call  upon  it  by  the 
British  government,  in  pursuance  of  the  terms  of 
a  long-standing  treaty. 

Rumors  of  peace  negotiations  are  to  be  expected 
with  increasing  frequency  as  the  war  wears  on, 
but  as  yet  there  seems  to  be  little  .reason  to  believe 
that  the  belligerent  governments  could  meet  with 
probability  of  reaching  an  agreement.  The  Allies 
would  entertain  no  proposal  based  upon  the  present 
occupation  of  territory  by  the  German  armies,  as 
they  hold  that  their  command  of  the  sea  is  of  more 
importance,  as  affecting  the  final  outcome  of  the 
war,  than  the  German  successes  on  land.  It  is  im- 
probable that  either  side  would  be  satisfied  to  end 
the  war  now  in  a  draw.  Russia  is  expectant  of 
substantial  results  from  its  advance  on  Constanti- 
nople through  Asia,  and  if  the  events  of  the  coming 
summer  on  the  western  front  should  be  favorable 
to  the  Allies,  the  great  coal  and  iron  deposits  of 
Lorraine  would  probably  become  the  chief  prize  of 
the  contest.  The  conditions  are  not  favorable  to 
early  peace. 


The  belligerent  governments  are  all  bu 
plans  for  raising  money,  both  by  taxati 
loans.  There  has  been  no  large  British 
loan  since  last  June  and  the  proceeds  of  th 
exhausted  some  months  ago.  Since  then  th( 
ury  has  been  supplying  its  needs  by  the  sale 
year  Exchequer  bonds  and  Treasury  bills 
3,  6,  9  and  12  months,  the  bills  being  the  r 
source.  The  amount  of  these  outstanding 
1st,  was  a  little  above  $2,000,000,000.  Three 
bills  now  draw  4>^  per  cent.,  six  and  nine 
bills  4}i  per  cent,  and  twelve  months  bill 
cent.  The  British  fiscal  year  ends  March  2 
the  total  government  expenditures  for  the  y 
closed,  including  the  civil  establishment  an 
to  Allies,  is  nearly,  if  not,  quite  $8,000,000,( 
of  this  approximately  $2,000,000,000  was  a( 
to  the  country's  colonies  and  Allies.  It  is  si 
that  a  new  internal  loan  will  be  brought  oul 
long,  probably  at  five  per  cent. 

The  British  government  has  acquired  1 
chase  from  the  British  public,  in  exchange 
own .  five  year  five  per  cent.  Exchequer  b 
large  amount  of  American  securities  with 
it  will  be  able  to  finance  its  purchases  in  thi 
try  and  support  the  exchange  rate.  Th 
amount  of  securities  so  obtained  is  unkno> 
the  success  of  the  plan  is  said  to  have  excee 
expectations  of  its  promoters. 

The  revenues  of  the  British  government 
the  war  taxes  are  very  large.  The  peace  r< 
were  about  $1,000,000,000  per  year,  but  for  i 
just  closed  the  total  income  from  taxation  h; 
about  $1,700,000,000,  and  for  the  coming  ye 
expected  to  reach  $2,200,000,000,  not  countii 
taxes  which  may  be  levied.  The  excess  pro 
has  scarcely  begun  to  show  results,  and  tl 
ceeds  of  this  may  carry  the  income  ab( 
estimates. 

The  cessation  of  gold  exports  to  the 
States  has  enabled  the  Bank  of  England  t 
about  $20,000,000  of  gold  since  January  1« 
at  approximately  $275,000,000  the  stock  i 
about  $6,000,000  below  what  it  was  a  year  ag 
withstanding  the  large  exports  to  the  United 
and  elsewhere  during  that  time.  The  grea 
duction  of  gold  within  the  British  Empire 
it  well  at  this  time.  The  closing  of  the  di 
mines  in  Africa  has  given  a  larger  supply  oi 
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STATEMENT  OF  RESOURCES  AND  LIABILITIES  OF  EACH  OF  THE  TWELVE  FEDERAL 
RESERVE  BANKS  AT  THE  CLOSE  OF  BUSINESS  FEBRUARY  25,  1916. 

(In  Thousands  of  Dollars) 
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I  nature,  if  the  basis  upon  which  they  rest  is 
s  to  comply  v/ith  the  requirements  of  the 
1  Reserve  Act,  and  if  the  maturity  of  the 
lis  within  the  limitation  of  the  law,  then  the 
Rowing  out  of  them,  no  matter  by  whom  or 
at  drawn,  may  at  will  be  discounted  by  Fed- 
iserve  Banks,  and  must  be  regarded  as  falling 
the  legitimate  sphere  of  their  operations." 
noteworthy,  as  pertinent  to  the  entire  subject 
ncing  our  exports,  whether  by  use  of  the 
1  Reserve  System  or  otherwise,  that  the 
should  make  this  declaration: 
Board,  however,  believes  that  the  financing  of  the 
's  export  trade  is  at  the  present  time  one  of  the 
iportant  financial  problems  with  which  the  nation 
ieal;  and  it  is  of  the  opinion  that  Federal  Reserve 
:an  not,  even  if  they  would,  avoid  the  responsi- 
t  assisting  in  this  process  of  financing  what  legiti- 
and  properly  devolves  upon  them." 

Board  admits  that  not  much  progress  has 
lade  in  establishing  the  clearance  system  for 
,  which  is^  the  difficult  problem  with  which  it 
deal.  It  is  firm  in  its  purpose,  however,  de- 
that  the  reserve  balances  to  be  carried  in  the 
by  the  reserve  banks  instead  of  the  corre- 
nt  banks  should  perform  the  work  of  clearing 
llecting  the  exchanges  of  the  country, 
ndments  are  recommended  as  follows: 

National  banks  should  be  permitted  to  sub- 
for  and  hold  stock  in  banks  organized  to  do 
;s  in  foreign  countries. 

Permission  should  be  given  for  the  issue  of 
I  Reserve  notes  direct  to  Federal  Reserve 


banks  for  gold,  the  gold  however,  to  still  count  as  a 
part  of  the  reserve  which  the  bank  is  required  to 
maintain  against  notes.  This  is  a  rather  awkward 
proposition,  made  necessary  by  the  fact  that  the 
Federal  Reserve  Banks  do  not  issue  their  own,  but 
government  notes. 

(3)  The  acceptance  privilege  should  be  ex- 
tended to  include  domestic  transactions  secured  by 
shipping  documents  or  warehouse  receipts. 

(4)  Permission  should  be  granted  to  national 
banks  to  establish  branch  offices  within  the  city,  or 
within  the  county  in  which  they  are  located. 

(5)  In  order  to  enable  member  banks  to  readily 
acquire  short  accommodation,  the  reserve  banks 
should  be  authorized  to  make  advances  for  periods 
not  exceeding  15  days,  upon  their  promissory  notes, 
secured  by  any  collateral  which  could  be  redis- 
counted  under  the  Federal  Reserve  Act,  or  upon 
government  bonds. 

(6)  Certain  further  concessions  to  banks  out- 
side of  central  reserve  cities  are  recommended  in 
the  matter  of  real  estate  loans,  provided  such  loans 
do  not  exceed  25  per  cent,  of  capital  and  surplus, 
or  one-third  of  its  time  deposits. 

Discount  Rates. 


Discount  rates  of  each  Federal  Reserve  Bank  in  effect 
Feb.  28th,  1916,  are  the  same  as  those  of  Jan.  29th.  1916— 
excepting  the  Boston  rate  on  Trade  Acceptances  has  been 
reduced  from  3y2%  to  3% ;  and  the  San  Francisco  rate  on 
Agricultural  and  Live  Stock  Paper  has  been  reduced  from 
6%  to  5H%. 
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War  ancl  Peace  Prospectg, 

THE  despatch  of  United  States  troops  into 
Mexico  in  pursuit  of  Villa  and  his  band 
has  created  another  acute  situation  in 
our  relations  with  that  country.  Villa's 
murderous  attack  upon  the  town 
of  Columbus  is  best  explained  as  a  desperate  at- 
tempt to  provoke  intervention  by  the  United  States 
in  hopes  that  the  situation  resulting  would  be  more 
favorable  to  him.  The  masses  of  the  Mexican 
people  may  be  easily  deceived  as  to  the.  purposes 
for  which  United  States  soldiers  are  in  their  coun- 
try, and  there  are  various  factions  in  Mexico  which 
would  be  pleased  to  have  more  trouble  develop  for 
Carranza,  whatever  the  pretext.  Hopes  for  a  re- 
storation of  order  and  industry  in  Mexico  have 
been  so  often  dashed,  that  it  is  impossible  to  pre- 
sume that  when  one  troublesome  factor  is  elimin- 
ated, others  will  not  arise.  A  few  months  ago,  there 
was  prospect  for  a  good  revival  of  trade  with  that 
country,  but  the  last  alarm  has  caused  a  more  gen- 
eral exodus  of  Americans  from  the  interior  dis- 
tricts than  any  previous  one. 

During  the  past  month  another  European  state 
has  been  involved  in  the  war,  Portugal,  by  the  seiz- 
ure of  German  merchant  ships  in  her  harbors,  hav- 
ing provoked  a  formal  declaration  by  Germany. 
The  Portuguese  government  has  stated  that  its  ac- 
tion was  taken  in  response  to  a  call  upon  it  by  the 
British  government,  in  pursuance  of  the  terms  of 
a  long-standing  treaty. 

Rumors  of  peace  negotiations  are  to  be  expected 
with  increasing  frequency  as  the  war  wears  on, 
but  as  yet  there  seems  to  be  little  .reason  to  believe 
that  the  belligerent  governments  could  meet  with 
probability  of  reaching  an  agreement.  The  Allies 
would  entertain  no  proposal  based  upon  the  present 
occupation  of  territory  by  the  German  armies,  as 
they  hold  that  their  command  of  the  sea  is  of  more 
importance,  as  affecting  the  final  outcome  of  the 


war,  than  the  German  successes  on  land.  It  is  im 
probable  that  either  side  would  be  satisfied  to  end 
the  war  now  in  a  draw.  Russia  is  expectant  of 
substantial  results  from  its  advance  on  Constanti- 
nople through  Asia,  and  if  the  events  of  the  coming 
summer  on  the  western  front  should  be  favorable 
to  the  Allies,  the  great  coal  and  iron  deposits  of 
Lorraine  would  probably  become  the  chief  prize  of 
the  contest.  The  conditions  are  not  favorable  to 
early  peace. 


New  York,  April, 
Sinews  of  War. 

The  belligerent  governments  are  all  bu« 
plans    for    raising   money,    both   by   taxati( 

oans.  There  has  been  no  large  British  i 
loan  smce  last  June  and  the  proceeds  of  thj 
exhausted  some  months  ago.  Since  then  the 
ury  has  been  supplying  its  needs  by  the  sale 
year  Exchequer  bonds  and  Treasury  bills  i 
3,  6,  9  and  12  months,  the  bills  being  the  n: 
source.  The  amount  of  these  outstanding 
1st,  was  a  little  above  $2,000,000,000.  Three 
bills  now  draw  4>^  per  cent.,  six  and  nine 
bills  4J4  per  cent,  and  twelve  months  bills 
cent.  The  British  fiscal  year  ends  March  3 
the  total  government  expenditures  for  the  yc 
closed,  including  the  civil  establishment  anc 
to  Allies,  is  nearly,  if  not,  quite  $8,000,000,0 
of  this  approximately  $2,000,000,000  was  ad 
to  the  country's  colonies  and  Allies.  It  is  su 
that  a  new  internal  loan  will  be  brought  out 
long,  probably  at  five  per  cent. 

The  British  government  has  acquired  b 
chase  from  the  British  public,  in  exchange 
own .  five  year  five  per  cent.  Exchequer  be 
large  amount  of  American  securities  with 
it  will  be  able  to  finance  its  purchases  in  this 
try  and  support  the  exchange  rate.  The 
amount  of  securities  so  obtained  is  unknow 
the  success  of  the  plan  is  said  to  have  exceec 
expectations  of  its  promoters. 

The  revenues  of  the  British  government 
the  war  taxes  are  very  large.  The  peace  re 
were  about  $1,000,000,000  per  year,  but  for  th 
just  closed  the  total  income  from  taxation  ha 
about  $1,700,000,000,  and  for  the  coming  yes 
expected  to  reach  $2,200,000,000,  not  countin 
taxes  which  may  be  levied.  The  excess  prof 
has  scarcely  begun  to  show  results,  and  th^ 
ceeds  of  this  may  carry  the  income  abo 
estimates. 


The  cessation  of  gold  exports  to  the  T 
States  has  enabled  the  Bank  of  England  tc 
about  $20,000,000  of  gold  since  January  Is 
at  approximately  $275,000,000  the  stock  is 
about  $6,000,000  below  what  it  was  a  year  age 
withstanding  the  large  exports  to  the  United 
and  elsewhere  during  that  time.  The  great 
duction  of  gold  within  the  British  Empire  < 
it  well  at  this  time.  The  closing  of  the  dia 
mines  in  Africa  has  given  a  larger  supply  of 
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gold  mines,  and  the  African  production  is 
the  rate  of  about  $200,000,000  per  year, 
nadian  production  rose  last  year  to  $18,000,- 
d  the  total  output  in  the  British  possessions 
to  $300,000,000.  The  Bank  of  England  re- 
5  now  about  28  per  cent.,  and  tlie  reserve 
Exchequer  notes  about  the  same.  Its  pub- 
private  loans  are  considerably  less  than  a 
:o,  owing  to  the  large  payments  upon  pre- 
-ium  paper. 

German  government  has  closed  the  books  on 
rth  loan,  and  subscriptions  are  officially 
o  be  in  excess  of  10,600,000,000  marks,  or 
2,600,000,000.  The  third  loan,  brought  out 
,  realized  about  $3,000,000,000,  and  the  Sec- 
if  the  Treasury  announces  that  the  total  sub- 
tis  for  all  the  war  loans  aggregate  36,300,- 
marks,  or  about  $9,000,000,000.  In  pre- 
his  annual  budget,  with  certain  proposals 
taxes  to  the  Reichstag,  a  few  days  ago,  he 
hat  the  war  expenditures  in  December  ex- 
2.000.000,000  marks,  about  $500,000,000, 
since  been  running  lower,  and  now  were 
greater  than  a  year  ago.  He  estimated 
new  taxes  would  bring  in  10,000,000  marks 
.  The  gold  reserve  of  the  Reischbank  is 
)  per  cent,  of  its  note  circulation  and  30  per 
ainst  notes  and  deposits.  The  note  circula- 
about  $400,000,000  above  a  year  ago,  and 
>out  the  same. 

e  has  resumed  the  sale  of  5  per  cent,  de- 
mds,  suspended  since  November  last.  The 
•  of  Finance  states  that  the  war  expendi- 
1915  were  22,000,000,000  francs,  or  ap- 
tely  $4,400,000,000,  and  the  total  military 
:ures  since  the  war  began  have  been  37,- 
000  francs,  or  about  $7,400,000,000.  For 
md  quarter  of  1916  the  estimate  calls  for 
000  per  day.  The  Bank  of  France  main- 
3  gold  holdings  at  about  $1,000,000,000, 
about  $150,000,000  larger  than  a  year  ago, 
;tanding  several  large  shipments  to  the  Bank 
and  in  the  meantime.  Its  note  circulation 
$700,000,000  higher  than  a  year  ago,  the 
ge  of  reserve  to  circulation  33  1/3  per  cent, 
rentage  to  circulation  and  reserve  about  30 
.  Its  holdings  of  premoratorium  bills  have 
luced  nearly  one-half  since  a  year  ago,  but 
nces  to  the  State  on  account  of  the  war  are 
.000.000  in  a  year  and  now  stand  at  about 
00,000. 

orrowings  of  Russia  from  the  beginning  of 
to  January  1,  1916,  were  a  little  above 
00,000,  and  the  war  expenditures  are  now 
ite  of  about  $500,000,000  per  month.  The 
erve  of  the  Bank  of  Russia  has  been  in- 
from  the  circulation  and  by  the  product  of 
;s  to  about  $1,180,000,000,  or  about  40  per 
the  outstanding  note  circulation  and  32  per 
ainst  notes  and  deposits. 

g  Economy. 


British  government  is  moving  by  cautious 
put  into  effect  the  much-talked-of  measures 
icing  the  importation  of  luxuries  and  non- 


essential goods.  The  government  is  evidently  em- 
barrassed by  its  wish  not  to  legislate  against  the 
products  of  its  Allies,  for  it  receives  luxuries  chiefly 

from  France.  Most  of  its  importations  from  other 
parts  of  the  world  are  of  food  and  materials  re- 
quired by  its  industries,  which  cannot  be  dispensed 
with.  The  imports  from  the  United  States  are 
mainly  of  this  character. 

It  is  particularly  desirable  to  reduce  the  consump- 
tion of  imported  goods,  for  two  reasons:  1st,  the 
adverse  trade  balance  must  be  settled  in  gold  or 
securities,  and  is  troublesome;  and,  2nd,  there  is  a 
scarcity  of  shipping,  which  increases  the  cost  of  all 
necessaries.  The  British  officials,  however,  lay 
scarcely  less  emphasis  upon  the  necessity  for  re- 
ducing the  consumption  of  home-made  goods,  in 
order  that  prices  may  be  held  down,  that  current 
income  may  be  more  largely  diverted  to  the  govern- 
ment loans,  and  that  labor  may  be  released  for  the 
war  industries  and  for  enlistments.  Upon  this  emi- 
nently practical  point,  the  public  appears  to  be  very 
obtuse.  The  withdrawal  of  men  from  the  indus- 
tries reduces  the  output  of  goods,  and  the  only  way 
to  meet  a  necessary  reduction  of  supply  is  by  re- 
ducing consumption.  The  natural  remedy  is  a  rise  of 
prices,  wfiich  under  ordinary  conditions  either  brings 
out  a  larger  supply  or  goes  far  enough  to  curtail  the 
demand.  But  in  this  case  the  British  government 
does  not  want  a  larger  supply  of  the  non-essentials, 
and,  unfortunately,  the  British  public  does  not  see 
the  necessity  of  reducing  consumption.  Instead  of 
doing  so,  it  clamors  for  higher  wages,  and  higher 
prices  all  around,  so  that  it  may  continue  to  pay  the 
higher  prices.  But  this  is  like  a  cat  chasing  its 
own  tail ;  higher  prices  cannot  make  a  short  supply 
go  around.  The  only  effect  is  to  raise  the  entire 
level  of  costs  upon  which  the  people  live  and  busi- 
ness is  done  and  the  war  is  carried  on,  and  compel 
increased  borrowings  by  the  government.  Mr. 
Montague,  Financial  Secretary  to  the  Treasury, 
has  recently  discussed  this  subject  as  follows,  in  the 
House  of  Commons : 

There  seemed  to  be  an  opinion  that  these  huge  deficits 
could  be  found  out  of  the  accumulated  wealth  of  the  coun- 
try. But  they  could  not  tax  capital  which  could  not  be 
realized,  and  much  accumulated  wealth  was  in  forms  which 
could  not  be  converted  except  in  so  far  as  the  property 
represented  by  it  could  be  sold  to  foreign  purchasers.  It 
would  be  useless  to  lend  it  to  one  another.  Some  people 
believed  that  nothing  was  easier  than  for  rich  men  to  bor- 
row money  from  their  bankers  and  then  lend  it  to  the 
Government.  Obviously  that  was  of  no  avail  unless  people 
took  measures  to  repay  the  loans  to  their  bankers  at  least 
as  rapidly  as  the  Government  spent  the  money.  If  they 
did  not  take  that  course  the  only  eifect  was  that  they  and 
their  bankers  between  them  produced  a  certain  amount  of 
credit  and  added  to  the  available  supply  of  currency  with- 
out making  any  adition  to  the  available  supply  of  goods 
and  service. 

What  was  wanted  was  not  artificially-created  money,  but 
actually  produced  goods  and  services  which  the  Govern- 
ment must  have  for  the  war,  and  for  which  there  could  be 
no  substitute.  Now,  as  our  production  of  goods  and  ser- 
vices had  been  reduced  by  the  flower  of  our  men  going  to 
\yar  and  the  sending  of  others  on  to  the  making  of  muni- 
tions, the  situation  could  only  be  met  if  the  rest  of  the 
community  forgo  the  use  of  goods  and  services  to  which 
they  have  been  accustomed ;  so  that  the  labour  and  energy 
used  in  producing  them  might  be  turned  to  the  production 
of  goods  and  services  required  for  the  war.    .    .    . 

There  had   been  no  true  appreciation  of   that   as  yet 


Those  who  dispensed  luxuries  over  the  counter  were  doing 
a  roaring  trade.  The  consumption  of  alcohol  had  in- 
creased, and  he  was  told  that  the  makers  of  expensive 
pianos  were  enjoying  a  considerably  increased  demand. 
There  was  a  tendency  to  say  that  whenever  taxation  was 
increased  they  ought,  therefore,  either  to  increase  prohts 
or  remuneration,  wages,  or  whatever  it  might  be. 

...  He  thought  it  absolutely  necessary  to  repeat  that 
the  expenditure  on  the  war  would  have  to  be  borne  by  the 
nation  almost  entirely  either  in  the  form  of  tax  or  loan. 
It  followed  therefore,  that,  allowing  for  any  loans  which 
could  be  raised  abroad,  every  citizen  ought  to  be  prepared 
to  put  at  least  one-half  of  his  current  income  at  the  dis- 
posal of  the  State  either  in  the  form  of  tax  or  loan. 

An  answer  to  the  oft-repeated  question,  "What 
is  inflation?"  may  be  found  in  the  situation  above 
described.  In  its  broad  sense  inflation  means  an 
artificial  state  of  wages,  prices  and  indebtedness 
which  cannot  be  normally  maintained. 

TLe  Money  Market. 

The  time  has  come  when  the  spring  demand  for 
money,  if  there  is  to  be  one,  should  make  itself 
felt,  but  there  are  few  signs  of  it  yet.  Neither 
commercial  paper  offerings  nor  the  demands  of  cus- 
tomers show  any  notable  increase,  and  interest  rates 
are  practically  unchanged.  The  surplus  reserves  of 
the  New  York  Clearing  House  banks  declined 
from  $175,000,000  on  January  29,  which  was  the 
high  point  since  last  summer,  to  $127,600,000  on 
March  25th,  but  this  occurred  for  the  most  part  in 
February,  the  surplus  on  March  4th  being  down  to 
$134,700,000.  Loans  declined  from  $3,376,500,000 
on  March  4th  to  $3,360,532,000  on  March  25th 
and  demand  deposits  increased  from  $3,340,000,000 
to  $3,396,800,000.  Since  January  29th  the  net  in- 
crease in  loans  has  been  $81,900,000  and  of  de- 
posits $28,000,000,  while  cash  reserves  have  de- 
creased $45,900,000.  The  loss  of  surplus  reserve, 
therefore,  has  been  due,  in  the  main,  to  loss  of 
cash  rather  than  to  expansion  of  liabilities.  The 
direct  movements  of  cash  between  the  banks  and 
their  out-of-town  correspondents  have  about  bal- 
anced, but  there  have  been  losses  to  the  Federal 
Reserve  bank  and  to  the  Sub-Treasury.  The  reve- 
nues of  the  government  are  increasing,  and  from 
February  1st  to  March  27th  the  net  debits  of  the 
Clearing  House  to  the  Sub-Treasury  amounted  to 
$32,911,725. 

Under  the  circumstances  there  is  little  signifi- 
cance in  the  loss  of  reserve,  but  it  is  easy  to  see 
that  under  anything  like  a  general  call  from  the 
country  for  money,  the  condition  of  apparent 
plethora  would  change  very  quickly.  The  reports 
of  large  reserves  throughout  the  country  when  ana- 
lyzed usuallv  mean  that  there  are  large  balances 
in  New  York,  which  mav  be  drawn  upon  at  will, 
and  it  is  a?ain<?t  these  balances  that  New  York 
holds  $127,600,000.  The  figures  for  the  bank  state- 
ment of  March  7th  are  not  generally  available,  but 
on  December  31st, the  reserves  of  the  national  banks 
of  the  two  Western  Central  Reserve  cities,  in  cash 
and  in  the  Federal  Reserve  bank<?,  were  respectively. 
Chicaeo  20.37,  and  St.  Louis  19.93.  At  the  same 
date  the  average  re^^erve  in  vault  of  all  the  other 
reserve  cities  was  7.72.  and  in  the  Federal  Reserve 
banks  4.09.  and  the  average  reserve  of  all  countrv 
banks  in  vault  was  6.68,  and  in  Federal  Reserve 


banks  3.16.  So  far  as  figures  of  the  Mar* 
statement  have  been  received,  they  show  inc 
m  both  loans  and  deposits,  and  if  this  goes 
may  be  expected  with  general  business  keepi 
at  the  present  rate,  it  is  probable  that  more  r 
money  will  be  wanted  from  New  York.  / 
moderate  movement  of  this  kind  would  ef 
considerable  change  in  interest  rates. 

The  proceeds  of  the  Anglo-French  loan  a 
entirely  exhausted,  and  no  announcement  ha 
made  as  to  the  next  offering  in  this  market.  I 
one-year  notes  to  the  amount  of  about  $3b.0( 
placed  here  last  year,  are  due  April  1st.  and  y 
paid.  This  is  the  second  lot  of  French  notes 
and  paid  oflp  in  this  market  during  the  war  tl' 
lot  being  for  $10,000,000.  The  sale  of  Am 
securities  by  British  and  French  owners  for  i 
account  has  been  proceeding,  and  of  course 
these  are  replaced  with  their  own  governmen 
srations,  the  credits  thus  created  are  availab 
the  government  payments  here. 

Individuals  who  are  interested  in  higher 
for  stocks  and  bonds  would  prefer  to  hn^ 
British  Treasury  meet  its  needs  here  by  borr 
on  the  securities  it  has  been  acquiring,  bu1 
evident  that  the  general  financial  situation  i 
country  will  be  best  served  by  having  then 
outright,  as  fast  as  it  can  be  done  without  di 
ing  the  market.  A  loan  will  go  into  compan 
few  hands,  and  probably  remain  in  the  banks 
it  will  encumber  the  situation.  The  credits  c 
by  loans  will  enlarge  the  volume  of  deposit 
require  more  reserve  money,  while  if  the  seci 
are  bought  by  investors  and  paid  for  out  of  dc 
no  additional  liabilities  are  created.  Even 
vestors  borrow  for  the  purpose  of  making  th( 
chase,  there  is  advantage  in  having  them  comi 
to  the  absorption  of  the  securities. 

It  is  more  than  likely  that  a  temporary  loa 
be   necessary    to    the    judicious    handling    o 
government-owned    securities,   and   of    cours 
securities  loaned  to  the  government  are  intenc 
be  utilized  in  this  manner.    Negotiations  have 
pending  for  some  time  over  a  Russian  loan 
a  French  loan  is  also  under  discussion.     Wil 
trade  balance  in  favor  of  this  country  whic 
been  rolled  up  in  the  first  quarter  of  1916,  it 
as   though    our    foreign   loans   would   have 
greater  this  year  than  last  if  the  trade  is 
maintained.    To  the  extent  that  they  can  be 
up  with  the  accruing  profits  of  the  year,  the; 
be  no  burden,  but  they  loom  up  large  in  an\ 
sideration  of  the  future  of  the  money  marl 

Bond  an<3  Stock  Market  for  Marct. 


The  most  prominent  feature  of  the  bond 
ket  in  March  was  the  successful  offering  of 
000.000  Government  of  the  Dominion  of  Ca 
5%  Gold  Bonds.    One-third  of  the  issue  is 
used  for  refunding  purposes.     The  bonds 
offered  in  5,  10  and   15-year  maturities  of 
000.000  each,  yielding  from  5.10%  to  5.50%. 
ported  by  large  crops  sold  at  high  prices,  ai 
profits  from  war  business,  the  credit  of  the 
adian  Government  is  very  well  maintained. 


g  of  the  visible  balance  of  trade  in  favor  of 
a  has  more  than  offset  the  interest  on  the 
issued  to  take  care  of  the  Dominion's  part 

European  War. 

ing  the  month  a  syndicate  was  formed  to 
vrite  an  offering  of  $40,180,000  Chesapeake 
o  Railway  30-year  5%  Convertible  Gold 
,  which  will  be  secured  by  $45,920,000 
Lien  and  Improvement  5%  Bonds.  The 
onvertible  Bonds  are  to  be  offered  pro  rata 
:kholders  at  97>^.     They  are  now  selling 

issued"  at  a  premium  of  about  one-half 
)int.  The  proceeds  will  be  used  to  redeem 
and  interest,  on  June  1,  1916,  the  $33,000,- 
0  notes  due  June  1,  1919,  and  leave  about 
000  for  other  corporate  purposes.  The 
on  in  the  note  indenture  requiring  the  ex- 
are  of  $17,000,000  for  permanent  improve- 
before  the  payment  of  dividends  upon  the 
.ny's  stock,  is  to  be  continued  in  large  part, 
olicy  has  been  largely  responsible  for  put- 
le   Chesapeake   &  Ohio   in   a  position  to 

economically  the  heavy  traffic  of  the  last 
i^hich  has  resulted  in  a  decided  increase  in 
^s.  The  ability  of  the  Company  to  refund 
rge  short-term  note  issue  by  long-term 
which  may  eventually  be  exchanged  for  a 
(bligation,  will  also  materially  improve  the 
al  structure  of  the  Company, 
ndicate  of  the  New  York  bankers  recently 
it  out  $7,000,000  Atlanta  &  Charlotte  Air 
ailway  (a  subsidiary  of  the  Southern  Rail- 
)mpany)  First  Mortgage  5%  Bonds,  Series 
le  July  1,  1944,  at  103  to  yield  4.80%.  The 
Lge  covers  that  part  of  the  Southern  Rail- 
main  line  extending  from  Charlotte,  N.  C, 
nta,  Ga.,  a  distance  of  263  miles  and  is  for 
-tracking  and  other  improvements, 
intine  Government  one-year  non-interest- 
r  notes  to  the  amount  of  $15,000,000  were 
Liring  the  month  to  New  York  interests. 
)tes  have  been  offered  on  a  discount  basis 
The  total  amount  of  all  Argentine  gov- 
it  loans  placed  with  American  bankers 
Ke  war  broke  out  is  $79,340,262. 
Y  bond  sales  for  the  month  to  March  27th 
:  New  York  Stock  Exchange,  averaged 
XX)  compared  with  $3,711,000  in  February, 
lo- French  5's  have  been  by  far  the  most  ac- 
ue  dealt  in.  The  total  sales  of  these  bonds 
tmounted  to  $15,902,000  up  to  the  27th  inst., 
It  24%  of  the  total  sales.  The  bonds  have 
ily  been  extremely  active,  but  have  ad- 

in  price  to  around  95^,  compared  with  a 
93>^.  The  strength  of  this  issue  well  rep- 
;  the  strong  demand  for,  and  the  scarcity 
i-grade  short-term  bonds.  On  account  of 
ength  of  the  bond  market  during  the  past 
lany  of  our  railroad  companies  have  been 
)  refund  their  early  maturities,  causing  a 
se  in  the  supply  of  short-term  notes. 

ge  Rates. 

table  given  below  shows  approximately  the 
f  the  exchanges  as  related  to  the  United 


States  at  this  time.  It  will  be  seen  that  funds  in 
Spain,  Holland  and  the  Scandinavian  countries  are 
commanding  a  considerable  premium  in  New  York, 
due  in  part  to  the  risks  and  cost  of  transporting 
gold,  and  in  part  to  the  restrictions  of  the  British 
blockade.  Gold  would  be  going  from  New  York 
to  Holland,  Norway,  Sweden  and  Denmark  but  for 
the  delay  and  uncertainty  occasioned  by  the  block- 
ade. The  discount  on  sterling  is  practically  equal 
to  the  cost  of  shipping  gold  from  London  to  New 
York.  The  discount  on  Paris,  Berlin  and  Petro- 
grad  checks  is  mainly  due  to  the  fact  that  gold  is 
not  permitted  to  leave  those  countries. 

Actual  rates  of 

exchange. 

3/25/16  Normal.  Discount.    Premium. 

London    demand 4.76^  4.8665  2.11%  

Paris  checks 5.9754  5.18'/$  15.32%  

Berlin    checks 71^4  95J4  24.69%  .... 

Russian  checks 31.60  51 J^  38.64%  .... 

Italy    checks 6.69>^  5A8]^  29.21%  

Spain    checks 19.15  18  6.40% 

Deninark  checks 28.75  26.80  ....  7.27% 

Sweden     checks 28.85  26.80  7.65% 

Norway    checks 28.85  26.80  7.65% 

FTolland    checks 42.50  40.20  5.72% 

Brazil   checks 22.88  32.50  30.625<  

Argentine    checks 42.53  42.45  0.02% 

Vienna   checks 12.40  20.30  38.91%  

Actual  rates  of 
exchange. 
3/25/16  Normal.  Discount.    Premium. 

Hongkong     49^4     There  are  no  normal  .... 

Shanghai    67^4     rates  for  Hongkong  .... 

&  Shanghai  as  they 
are  based  on  silver. 

Bombay    32^4  33  0.08%  

^a'cutta    32^  33      •  vvhpn  «;ff»rl.n.r  0-08% 

Japan     50?<  49H\  >y?^"  ^      4  o|  ....  1.51% 

Manila    49M  49^'*^^* ^'^^ 

United  States  Bonds. 

The  market  for  United  States  2%  bonds  was 
very  strong  during  the  past  month,  as  a  result, 
mainly,  of  purchases  by  the  Federal  Reserve  banks 
at  par.  In  addition  there  was  considerable  buying 
for  tax  and  circulation  purposes  throughout  the 
country,  quite  a  few  changing  hands  above  par  and 
interest.  This  was  the  highest  price  prevailing  for 
these  bonds  since  they  went  below  par  in  May,  1913. 
The  Federal  Reserve  Banks  held,  on  December  30, 
1915,  $15,797,000  of  all  government  bonds;  on 
January  28,  1916,  $21,372,000,  and  on  March  24, 
$40,152,000. 

As  the  floating  supply  of  bonds  was  practically 
exhausted,  prices  for  the  other  outstanding  Govern- 
ment issues  also  advanced.  The  3*s  of  1918  sold 
as  high  as  102^  and  interest  (about  a  two  per  cent, 
basis),  the  Panama  3's  of  1961  at  104  and  interest, 
and  the  registered  4's  of  1925  at  111^  and  interest. 
Sales  of  the  coupon  4's  of  1925  were  made  at  as 
high  as  112^  and  interest,  which  is  the  highest  at 
which  they  have  sold  for  several  years. 

The  government  issues  were  all  affected  unfavor- 
ably by  the  falling  off  of  revenues  which  followed 
the  panic  of  1907,  the  withdrawal  of  Treasury  de- 
posits from  national  banks  having  thrown  many 
bonds  on  the  market.  Uncertainty  about  the  future 
status  of  the  two  per  cents,  while  the  currency 
legislation  was  pending  also  effected  these  unfavor- 
ably and  they  sold  as  low  as  94^. 

In  offering  to  purchase  two  per  cents,  at  par  from 
their  member  banks,  the  Federal  Reserve  banks 


have  been  anticipating  the  provision  of  law  w^hich 
authorizes  the  Federal  Reserve  Board  to  require 
them  to  make  purchases  aggregating  not  over  ^25  - 
000,000  per  year.  In  making  the  apportionment  the 
Board  must  take  into  account  the  bonds  they  have 
already  purchased  during  the  current  year.  The 
reserve  banks  have  been  giving  the  member  banks 
of  their  own  districts  the  first  chance  of  sale  and  it 
is  probable  that  all  of  the  $25,000,000  will  be  pur- 
chased in  this  way  instead  of  through  offers  to  the 
Treasury. 

The  reserve  banks  have  been  notified  by  the  Sec- 
retary of  the  Treasury,  that  upon  application  by 
them  he  will  receive  the  two  per  cents,  up  to  the 
statutory  limit  of  $25,000,000,  and  give  in  exchange 
one-half  the  amount  in  three  per  cent,  thirty-year 
bonds  without  the  circulation  privilege,  and  one- 
half  in  one-year  Treasury  notes  bearing  three  per 
cent,  interest.  The  Treasury  has  the  privilege  of 
renewing  the  latter  annually  for  thirty  years,  but 
presumably  will  take  them  up  and  retire  them  ai 
the  first  maturity  date  when  it  has  funds  available 
for  that  purpose. 

It  is  not  likely  that  government  bonds  carrying 
the  circulation  privilege  will  ever  again  be  issued, 
this  country  being  now  definitely  committed  to  the 
more  scientific  practice,  in  vogue  everywhere  else, 
of  issuing  currency  against  commercial  paper  and 
gold.  Since  the  workings  of  the  Federal  Reserve 
law  will  take  $25,000,000  of  the  two  per  cents  off 
the  market  each  year,  or  any  less  amount  that  may 
be  offered,  it  is  probable  that  the  demand  for  twos 
by  national  banks  for  circulation  purposes  will  be 
sufficient  to  keep  them  in  the  future  at  about  par. 
Their  status  is  now  fixed,  and  a  national  bank  that 
can  keep  its  notes  in  circulation  is  able  to  derive  a 
profit  of  about  one  per  cent,  on  them  at  par.  There 
is  no  apparent  reason  why  a  bank  which  can  do  this 
should  desire  to  dispose  of  its  bonds. 

National  banks  organized  since  the  Federal  Re- 
serve act  went  into  effect  are  not  required  to  issue 
circulation  or  to  deposit  government  bonds  unless 
they  elect  to  take  out  circulation. 

The  reserve  banks  may  either  exchange  one-half 
of  their  recently  purchased  two  per  cents  for  the 
new  threes  without  the  circulation  privilege,  or 
keep  the  twos  and  issue  circulation  upon  them.  The 
only  time  when  they  could  use  the  circulation  to 
advantage  would  be  when  their  gold-secured  circu- 
lation was  full.  Meanwhile,  the  advantage  is  in 
exchanging  the  twos  for  threes,  particularly  as  the 
latter  can  be  sold  under  present  conditions  at  a 
premium  of  perhaps  two  per  cent.  Of  course  the 
three  per  cent,  one-year  notes  can  also  be  sold  at 
a  premium  but  it  is  more  likely  that  the  reserve 
hanks  will  choose  to  keep  them. 

Government  Finance. 


'"^*X'£"?^^  ^"^  corporations  together,  yielde 
-ru  '  J.  ^^  y^^^'  ^^'^  y'^'^  $100,000,000  thi 
1  he  ordinary  internal  revenues  are  also  inci 
1  he  Treasury  receipts  for  the  month  of  Fc 
this  year  and  last  were  as  follows  • 


Customs 


1916 


February 


customs    $19,239  534  99 

Ordinary  internal  revenue  30,95 1 .076.52 

ncome  tax 2,006,807.86 

Miscellaneous  3,235,394.48 


The  revival  of  prosperity  is  naturally  having  a 
favorable  effect  upon  Treasury  income.  Importa- 
tions are  rapidly  increasing,  and,  although  the  pro- 
portion of  free  goods  is  much  larger  than  formerly, 
the  customs  receipts  are  considerably  larger  than  at 
any  time  since  the  outbreak  of  the  war.  It  is 
roughly  calculated  that  the  income  tax,  which  for 


1 

$14.3c 

24,62 

5r 

$55,432,813.85  $43.26 

Including  public  debt  transactions  and  all 
receipts  and  disbursements,  there  was  a  net 
of  income  in  February  of  $5,993,401.60,  as  ; 
a  net  excess  of  disbursements  in  February  V 
$18,070,621.94.  In  March  the  net  excess  of  i 
to  the  25th  instant  was  $3,572,335,  as  agair 
disbursements  in  the  corresponding  period  i 
year  of  $6,382,294. 

From  July  1st  to  March  25th  of  this  fiscs 
there  was  a  net  deficit  of  $37,399,229  as  < 
a  net  deficit  in  the  corresponding  period  oi 
of  $100,764,689.  In  ordinary  revenue  and  dis 
ments  the  showing  is  not  so  good,  but  here  t 
deficit  is  $54,970,000  as  against  $86,455,84 
year. 

With  this  improvement  in  income  the  pr 
of  finding  new  revenues  w^uld  cease  to 
trouble  if  new  and  large  expenditures  wei 
required.  The  Secretary  of  the  Treasury 
annual  report  estimated  for  additional  ex| 
tures  upon  the  army  and  navy  in  the  fiscal 
1917  to  the  amount  of  $93,800,000  and  upo 
Panama  Canal  $25,000,000.  The  last  item 
aot  be  all  required,  but  the  expenditures 
the  army  and  navy  may  be  larger  than  indi( 
It  is  evident  that  the  campaign  in  Mexico  \\ 
a  considerable  item  in  itself.  The  Hay  arm 
as  it  passed  the  House,  if  it  becomes  a  law 
require  an  annual  expense  of  about  $46,00 
The  Democratic  House  leader  is  reported  ; 
timating  the  cost  of  the  preparedness  progr; 
$160,000,000,  but  since  no  program  is  agreed 
there  is  little  basis  for  calculation. 

The  present  customs  duty  upon  sugar  wi 
main,  but,  strangely  enough  there  is  talk  c 
pealing  all  of  the  present  stamp  taxes. 

The  line  of  least  resistance  is  toward  h 
taxes  upon  incomes,  and  particularly  upon 
individual  incomes.  No  doubt  increases  wl 
made,  and  the  application  of  the  normal  tax  i 
ably  will  be  broadened.  Higher  taxes  upon 
and  whisky  are  under  consideration,  and  a  ta 
the  manufacture  of  munitions  is  seriously 
cussed.  The  Ways  and  Means  Committee  o 
House  is  not  ready  to  report  its  recommendat 

Paper  Money  Issues. 


Concern  is  expressed  in  some  quarters  ovei 
large  increase  in  the  volume  of  paper  mone 
circulation,  as  shown  by  a  comparison  of 
Treasury  circulation  statements  of  March  1,  ] 
and  March  1,  1915.    The  figures  are  as  folic 


March  1, 1916  March  1, 1915 

rtificates   $1,325,475,659  $945  416,959 

.rtificates     482,021,751  462,82d,701 

;  notes  of    890 2 146,621  2.305.704 

Ltes  notes    340.641.586  324,533.295 

Reserve  notes 190.592.505  27.214,42o 

Reserve  bank  notes.         2.999,970  

1  bank  notes     738.300.118  865.702,229 

ai  $3,082,178,210       $2,627,998,313 

se  figures  show  an  increase  in  all  kinds  of 
money  of  $454,179,897,  but  the  increase  in 
^rtificates  signifies  nothing  but  an  increase 
[,  the  increase  in  silver  certificates  and  United 
'notes  signifies  nothing  but  interchanges 
:n  the  circulation  and  the  Treasury,  and  the 
;e  of  $163,378,080  in  Federal  Reserve  notes 
iy  all  covered  by  gold  retired  from  circula- 

the  hands  of  Federal  Reserve  agents.  In- 
^  national  bank  notes  there  has  been  a  de- 
in  the  circulation  of  credit  paper  during  the 
td.r. 

only  item  in  the  statement  open  to  criti- 
;  that  of  Federal  Reserve  bank  notes.  It  is 
it  to  see  why  these  are  issued.  They  are 
ily  not  needed  in  circulation  and  they  are 
jource  of  profit  to  the  banks  in  the  present 
f  their  reserves.  This  circulation,  however, 
eplace  national  bank  circulation  retired ; 
ily  there  can  be  no  considerable  increase 
without   the   retirement   of   national   bank 

The  statement  of  Federal  Reserve  banks 
irch  24,  shows  that  only  $1,053,000  of  these 
utside  of  the  issuing  banks  at  that  date. 

1  Buainesfl  Situation. 

main  characteristics  which  have  been  noted 
business  situation  in  recent  months  are  un- 
ed,  except  to  show  signs  of  greater  intens- 

Spring  comes  on  and  the  period  for  more 

outdoor  operations  is  at  hand.  There  is 
ough  of  materials  or  labor  for  all  the  work 
le  country  would  like  to  have  done,  and  the 

of  course  is  that  the  requirements  which 
ost  pressing  and  can  afford  to  outbid  the 

will  be  served  first,  and  the  others  will 
their  turn. 

effects  of  full  employment  and  rising  wages 
en  in  the  excellent  reports  upon  the  retail 
which  come  from  all  sections  of  the  coun- 
rhere  is  a  large  distribution  of  merchandise, 
etailers,  instead  of  buying  for  immediate 

only,  are  endeavoring  to  cover  their  wants 
me  time  to  come.    This  is  always  the  case 

the  turn  has  clearly  been  made,  and  the 
is  to  overwhelm  jobbers  and  manufacturers 
timulate  prices  unduly.  The  buying  power 
i  country,  based  upon  the  money  value  of 
ops  and  disbursements  for  wages  in  all  lines 
lustry,  was  never  so  great  as  at  this  time, 
:s  eff^ect  is  to  be  seen  in  the  enormous  traffic 
s  crowding  the  railways.  President  Elliott. 
J  New  York,  New  Haven  &  Hartford,  at  a 
rence  held  at  the  office  of  the  Inter  State 
[lerce  Commission  in  Washington  early  in 
1,  stated  that  the  volume  of  business  offered 


to  that  road  was  twenty-five  per  cent,  larger  than 
had  ever  been  offered  before.  The  terminals 
everywhere  are  congested,  and  traffic  has  threat- 
ened to  get  in  its  ov/n  way  to  such  an  extent  as 
to  seriously  cripple  the  efficiency  of  the  roads.  In 
order  to  prevent  this  it  was  necessary  to  declare 
extensive  embargoes,  refusing  to  receive  freight 
unless  delivery  to  the  point  of  unloading  could  be 
directly  made.  A  situation  of  this  kind  rapidly 
increases  in  complexity.  All  storage  facilities 
are  soon  overwhelmed  when  the  flow  of  traffic  is 
interrupted,  and  a  threat  of  interruption  excites 
shippers  to  unusual  precautions  which  tie  up 
more  cars  and  add  to  the  confusion. 

Following  the  conference  at  Washington  an- 
other was  held  in  New  York,  on  March  17th,  at 
which  a  permanent  committee  was  created  con- 
sisting of  one  member  of  the  Inter  State  Com- 
merce Commission,  Mr.  E.  E.  Clark,  and  six  rail- 
way presidents.  This  committee  is  given  general 
charge  of  the  situation,  and  is  empowered  to 
handle  and  declare  embargoes,  and  deal  with  de- 
murrage and  storage  rules.  The  resolution  under 
which  it  was  appointed,  authorizes  it  specifically 
to  apply  the  principle  of  storage  charges  for  the 
use  of  facilities  as  distinctive  from  transportation 
charges,  as  follows: 

"First:    the  track  storage  charge. 
"Second:    the  warehouse  storage  charge. 
"Third  :    the  car  storage  or  demurrage  charge." 
It  is  evident  that  at  a  time  when  the  entire 
transportation  system  of  the  country  is  in  danger 
of  having  its  efficiency  seriously  impaired,  ordin- 
ary rules  for  the  use  of  cars  and  warehouses  may 
be   quite  inadequate,   and   it   is  proper  that  all 
parties  using  such  facilities  shall  be  made  to  con- 
form to  whatever  reasonable  rules  are  necessary 
to  relieve  the  situation.     All  of  the  roads  are 
handling  a  larger  volume  of  traffic  than  ever  be- 
fore, and  all  that  they  can  find  cars  for.     The 
present  volume  of  trade  cannot  be  more  concisely 
described  than  it  is  in  this  statement. 

This  volume  of  business  is  yielding  generally 
very  satisfactory  profits.  In  the  first  place  a  busi- 
ness operating  to  capacity,  is  normally  on  its 
most  profitable  basis,  making  its  largest  output, 
with  the  smallest  overhead  and  unproductive  ex- 
penditure. This  is  the  situation  now,  and  gener- 
ally speaking  the  seller  is  sufficiently  independ- 
ent to  take  a  fair  price.  The  metal-mining  and 
refining  industries  are  enjoying  unprecedented 
conditions,  for  spot  delivery  copper  has  been 
quoted  of  late  at  28  to  28^/2  cents,  spelter  at  18  to 
18>4  and  lead  at  7  to  8  cents.  Production  natur- 
ally is  to  the  limit,  with  miners'  wages  at  $4.50 
per  day.  Silver,  which  declined  from  54  cents 
per  ounce  to  about  47  in  the  early  months  of  the 
war,  is  now  in  great  demand  the  world  over  for 
subsidiary  coinage,  and  selling  at  about  60  cents. 

Wages,  skilled  and  unskilled,  organized  and 
unorganized,  are  tending  upward  irresistably 
under  the  influence  of  competing  demands  from 
the  various  industries.  No  organized  compul- 
sion is  more  eflfective  upon  an  employer  than  see- 
ing his  force  dwindle  from  day  to  day  as  the  men 


6 


leave  for  other  employment.  There  is  no  uncer- 
tainty about  what  must  be  done  to  meet  a  situa- 
tion of  that  kind.  The  conference  between  oper- 
ators and  miners  in  the  bituminous  coal  indus- 
try, which  seems  to  have  been  characterized  by 
a  most  commendable  spirit  on  both  sides,  came 
to  an  agreement  upon  wage  advances  generally 
acceptable  as  equitable.  Farm  employment 
agencies  report  a  scarcity  of  help.  The  Depart- 
ment of  Agriculture  at  Washington  reports  that 
in  the  last  five  years  wages  have  increased  ten 
per  cent.,  and  in  the  last  twenty  years  sixty  per 
cent.  Its  figures  for  the  last  five  years  do  not, 
however,  include  the  Spring  of  1916. 

The  construction  industries,  which  were  pros- 
trate in  the  early  months  of  the  war,  are  all  pros- 
perous again.  The  steel  industry  is  in  a  runaway 
condition,  with  its  output  for  this  year  practically 
sold  out.  The  ship-building  plants  on  the  Atlan- 
tic and  Pacific  coasts  and  on  the  Great  Lakes 
have  their  present  capacity  engaged  well  through 
1917,  and  enlargements  ar^  under  way  and  new 
companies  being  organized.  Permits  issued  for 
new  buildings  in  the  leading  cities  make  a  good 
showing  compared  with  the  period  before  the 
war,  although  the  rising  prices  for  materials  cause 
work  to  be  held  up.  The  lumber  producers  in  the 
south  and  the  northwest  are  doing  well  and  expect- 
ing one  of  the  best  years  they  have  known. 

The  situation  is  not  free  from  unpleasant  feat- 
ures. The  railway  situation  is  hampering  many 
industries,  and  the  scarcity  of  materials  and  sud- 
den changes  of  price  are  becoming  serious  to 
some  operations  in  which  the  price  of  goods  or 
services  to  the  public  cannot  be  readily  changed. 
The  high  price  of  steel  is  embarrassing  industries 
whose  wants  have  not  been  covered  by  contracts. 

When  prices  must  be  raised  to  consumers  on 
staple  goods,  consumption  will  be  curtailed 
where  it  can  be.  This  will  mean  that  we  are  do- 
ing without  what  we  want  in  order  that  more  im- 
perative orders  may  be  filled,  and  to  a  moderate 
extent  that  may  be  just  as  well,  if  the  orders  are 
merely  backed  up  to  come  in  later  when  we  need 
them  more. 

Tke  Iron  anj  Steel  Industry. 


Upon  by-product  coke  ovens.    The  latter  is 
an  improvement  in  methods.    The  remainder 
appropriation  will  be  for  numerous  additioi 
improvements,  for  diversifying  products,  bal 
up  the  works  and  effecting  economies.    The 
Steel  Company,  an  important  independent  coi 
located  between  Gary  and  Chicago,  is  maki 
tensive  additions,  and  the  same  is  true  of  tl 
public  Iron  and  Steel  and  other  large  produ 
the  Youngstown  district  and  in  the  South, 
than  a  dozen  entirely  new  companies  of  m( 
size,  but  large  enough  to  be  factors  in  some 
product,  have  been  recently  organized.     It 
likely  that  the  Steel  Corporation  with  its  $1C 
000  additions  will  make  a  larger  proportion 
iron  and  steel  product  than  it  does  now.    1 
dustry  is  getting  into  position,  both  in  capac 
in  economical  methods,  to  be  a  stronger  fact< 
ever  in  the  world's  supply  of  equipment  ai 
chinery. 

Foreign  Trade. 


December,  1915,  broke  all  records  for  ( 
from  the  United  States,  the  figures  being  $3: 
492,  and  January,  1916,  was  next,  with  $330,7 
Our  imports  are  now  running  far  ahead  of  tl 
last  year,  and  for  January,  the  latest  moi 
which  they  are  available,  were  larger  than 
previous  month  of  the  country's  history, 
due  almost  wholly  to  an  increase  in  materia 
in  our  manufactures,  and  to  an  enlarged  tra^ 
countries  outside  of  Europe.  Imports  of 
factures  in  January,  1916,  were  actually  less 
January,  1915.  The  following  tables  show 
ports  and  exports  by  great  groups  and  b) 
geographical  divisions  for  the  month  of  , 
and  for  the  seven  months  of  this  fiscal  year 
with  January: 


The  iron  and  steel  industry  is  in  another  one  of 
its  great  periods  of  activity  and  expansion.  The 
record  for  the  production  of  pig  iron  is  about  30,- 
000,000  tons  in  a  year,  but  it  is  running  now  at  a 
rate  approximately  33  1/3  per  cent,  above  that.  The 
capacity  in  all  branches  is  being  enlarged  by  old 
companies  increasing  their  capacity  and  new  com- 
panies being  formed.  The  Bethlehem  and  Midvale 
organizations,  with  their  recent  acquisitions  and 
contemplated  construction,  will  be  large  and  highly 
efficient  producers,  aggressive  for  business  at  home 
and  abroad  and  supplied  with  ample  capital.  The 
United  States  Steel  Corporation  is  planning  to 
spend  about  $100,000,000  upon  new  construction 
and  improvements,  some  $25,000,000  of  which  will 
be  upon  a  new  tube  plant  at  Gary,  to  supply  the 
Western  trade,  and  as  much  more  will  be  spent 


GROUPS  1916 

IMPORTS  Dollars 

Crude  materials  for 

use  in   mfg.    ..     89,060,103 

Foodstuffs  in  crude 
condition   and 
food   animals 


Month  of  January 
1915 


Dollars 


7  months  ende< 
1916 
Dollars 


38,029,061      460,679,854      2 


Foodstuffs  partly 
or   wholly  mfd. 

Manufactures  for 
further  use  in 
manufacturing 

M  a  n  u  f  a  ctures 
ready  for  con- 
sumption    

Miscellaneous    . . 


20,357,649 
20,472.052 


17,269,671 
15,835,656 


150,755,955 
133,912,797 


29.510,186    20,429,204      173,262,431      1 


23,227.981 
1,734,146 


29,031.112 
1,553,613 


169.978.225 
8.559,729 


Total   imports    ..   184,362,117  122,148,317  1.097,148,991      9 


EXPORTS 
Crude  materials  for 

use  in   mfg....     43,970,466 
Foodstuffs  in  crude 

condition     and 

food    animals.. 


68,622,400      286,424,272      2 


Foodstuffs  partly 
or  wholly  mfd. 

Manufactures  for 
further  use  in 
manufacturing. 

M  a  n  u  f  a  ctures 
ready  for  con- 
sumption    

Miscellaneous     . . 


29,494,908 
51,079,095 


49,788,768 
41,153.468 


187,290,741 
343,241,898 


48,807,758    30.130,946      316,619,220      1 


146,135,347 
6,986,661 


64.038,743 
9,901,867 


944,671,795 
67,763.614 


Total  domestic 
exjiorts    

Foreign  merchant 
disc  exported 


326,474,235  263,636.192  2,146.011,540  1,3 
4.310,612       4,243.121        36,804.627 
Total  exports....    830.784,847  267.879.813  2.182,816.167  1. J 


increase,  in  the  exports  for  the  seven  months 
January,  1916,  in  the  item  Miscellaneous,  to 
of  $67,763,614  arises  from  the  exportation 
es  in  those  months  to  the  value  of  $51,183,- 
'.  mules  to  the  value  of  $14,116,237;  and  of 
alued  at  $2,273,995. 


5  from 
nsions: 


erica. . 
erica.. . 


Month  of  January         7  months  ended  January 


1916 
Dollars 


1915 
Dollars 


47,996,758  47,918,855 

40,405,644  27,803,261 

40,940,195  23,569,855 

32,616,649  18,396,096 


12,254,458 
10,148,413 


2,118,810 
2,341,440 


1916 

Dollars 

319,680,384 

288,852,463 

207,179,653 

210,917,260 

43,641,018 

26,878,213 


1915 

Dollars 

387,604,559 

239,871,595 

129,016,687 

138,942,802 

25,686,763 

9.385,830 


184,362,117  122,148,317 

Month  of  January 

to 

1916              1915 

risions: 

Dollars         Dollars 

229,463,186  211,826,765 

erica. . . 

58,921,924     30,215,295 

erica. . . 

13,842,584       6,989,339 

18,987,391     10,394,496 



6,477,094       5,495,344 

3,092,668       2,958,074 

1,097,148,991      930,508,236 
7  months  ended  January 


1916 

Dollars 

1,520,555,253 

382,341,016 

97,396,826 

101,572,915 

56,857,772 

24,092,385 


1915 

Dollars 

901,766,858 

271,915,765 

45,739,857 

57,744,480 

42,160,980 

15,332,208 


330,784,847  267,879,313  2,182,816,167  1,334,660.148 

rise  of  prices,  scarcity  of  materials,  diffcul- 
l  high  cost  of  ocean  transportation,  and  re- 
of  the  home  market,  are  together  seriously 
ing  with  our  promising  export  trade  in  new 
.  Many  manufacturers  who  were  eager  for 
orders  a  year  ago  now  find  themselves  un- 
take  care  of  even  the  domestic  business  of- 
nd  naturally  feel  that  they  must  give  their 
ention  to  patrons  of  long  standing.  The 
prices  is  not  fully  understood  by  new  cus- 
who  are  inclined  to  think  that  dealers  and 
cturers  in  the  United  States  are  taking  ad- 

of  their  situation.  Of  course  the  situation 
d-wide,  beyond  any  possible  control,  and 
y  domestic  purchases  as  much  as  those  for 

delivery.  Manufacturers  and  dealers  are 
y  showing  all  possible  consideration  to  peo- 
I  have  been  accustomed  to  look  to  them  for 
,  and  in  many  instances  orders  from  abroad 
ig  filled  without  profit  or  at  a  loss,  rather 
ve  misunderstanding. 

of  little  avail  to  say  that  the  United  States 
laking  the  most  of  its  opportunity  in  foreign 
Of  course  it  is  not  doing  all  that  might  be 

the  country  was  put  in  the  hands  of  an 
ve  Committee  with  full  powers  to  manage 
rs  as  though  it  was  a  single  business  cor- 
1.  The  needs  of  the  world,  and  our  corre- 
g  opportunities  are  so  great  at  this  time 
surveying  them  the  observer  is  almost  per- 
that  the  people  of  the  United  States  should 
on  siege  rations,  with  bread  cards,  meat 
id  milk  tickets,  and  compelled  to  economize 
^e,  to  offset  the  waste  which  is  going  on 
re  and  to  make  this  country  headquarters 
Id  trade  and  finance.  But  that  is  an  imagin- 
riency,  worth  thinking  of  only  as  it  may  in- 
the  action  of  individuals.  The  consumptive 
nents  of  the  United  States  grow  so  fast  that 
nevy  period  of  general  prosperity  they  over- 
anticipations.  When  the  pressure  upon  our 
ive  capacity  comes,  as  we  have  it  now,  we 

to  enlarge  it,  as  we  are  tioing  now,  and 
istruction  work  increases  the  congestion  for 
;  being.    We  can  only  build  up  a  permanent 


foreign  trade  as  we  plan  to  care  for  it  regularly, 
and  although  the  present  affords  an  unusual  oppor- 
tunity to  obtain  an  introduction  into  new  markets, 
the  very  conditions  which  create  the  opportunity 
also  create  great  difiiculties  in  the  way  of  a  rapid 
development  of  new  trade.  The  trade  of  the  world 
cannot  be  shifted  or  reorganized  over  night;  too, 
many  relationships  are  affected  and  too  many  re- 
adjustments are  required.  For  one  thing  it  is  cer- 
tain that  there  can  be  no  great  expansion  of  indus- 
try in  the  United  States,  and  no  extensive  shift  of 
trade  from  Europe  to  the  United  States,  without 
a  revival  of  immigration.  If  Europe  loses  trade 
the  people  who  have  been  employed  upon  it  will 
certainly  want  to  follow  the  trade,  and  they  will  be 
needed  where  the  trade  is  taken  on,  but  there  is  a 
popular  feeling  in  the  United  States  that  this  coun- 
try no  longer  needs  or  wants  immigration.  People 
who  think  we  can  increase  our  foreign  trade,  or 
even  hold  what  we  have  of  it,  without  a  growing 
supply  of  labor,  are  as  obtuse  as  the  British  public 
which  thinks  that  higher  wages  will  enable  it  to 
have  as  many  goods  as  formerly,  although  the  goods 
cannot  be  made. 

British  Banks  and  Foreign  Trade. 

In  the  discussion  which  is  going  on  in  England 
over  the  position  which  that  country  will  occupy  in 
foreign  trade  after  the  war,  considerable  has  been 
said,  critically,  of  what  is  called  the  lack  of  enter- 
prise on  the  part  of  British  banks  in  supporting 
trade  and  enterprise,  particularly  abroad.  At  a  re- 
cent meeting  of  the  Association  of  Chambers  of 
Commerce  of  the  United  Kingdom  these  criticisms 
were  voiced,  speakers  alleging  that  the  banks  had 
drifted  into  stagnant  methods,  possessed  monop- 
oly, and  that  greater  elasticity  should  be  given  to 
banking  facilities. 

Such  criticisms  are  familiar  in  every  country. 
There  is  no  degree  of  liberality  in  management 
which  will  satisfy  all  of  the  people  who  would  like 
to  have  banking  accommodations,  and  many  people 
fail  to  consider  that  a  bank's  first  obligation  is  to 
its  depositors,  and  that  all  its  policies  are  necessarily 
subject  to  this  obligation  to  keep  in  position  at  all 
times  to  meet  their  requirements.  At  the  meeting 
referred  to,  Sir  Edward  Holden,  of  the  London  City 
and  Midland  Bank  replied  to  the  critics,  and  is  re- 
ported in  part  as  follows : 

What  was  banking?  It  was  borrowing  with  the  right 
^nd  lending  with  the  left.  They  had  to  remember  that 
almost  every  penny  that  the  bankers  borrowed  in  this 
jountry  was  repayable  on  demand.  That  was  where  the 
'?reat  difficulty  came  in.  If  the  bankers  could  borrow  the 
money  at  six  months  and  twelve  months,  then  they  could 
afford  to  make  longer  fixtures.  Every  banker  who  knew 
his  business  would  take  his  deposits  as  a  whole  and  would 
:onsider  how  much  he  could  with  safety  lend  to  the  indus- 
tries of  the  country,  knowing  that  he  must  not  go  and 
lend  to  one  of  his  customers  and  call  the  money  back  to- 
morrow. That  would  be  no  good  for  their  industries  at 
all. 

Sir  Edward  Holden  went  on,  however,  to  suggest 
the  formation  of  a  large  credit  corporation,  in  which 
other  banks  and  trading  companies  might  take 
stock,  which  would  give  special  attention  to  the  pro- 
motion of  foreign  trade  and  investments.  He  seems 
to  have  had  in  mind  the  Federal  Reserve  System 
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of  the  United  States  and  the  American  Inter- 
national Corporation  as  illustrating  the  kind  of  an 
organization  and  the  kind  of  service  desired.  His 
remarks  were  apparently  convincing  to  his  hearers 
and  ha^e  occasioned  much  comment  in  British 
journals. 


Petrol 


eum  an 


J  Gasoli 


asoiine. 


The  situation  in  the  petroleum  industry  is  as  ex- 
traordinary as  in  any  other,  but  the  reasons  in  this 
case  are  related  to  the  domestic  supply  and  demand 
rather  than  to  the  foreign  situation.  Indeed  there 
was  a  decline  of  40,000,000  gallons  in  exports  of 
gasoline  in  the  year.  A  rapid  increase  in  the  con- 
sumption of  gasoline  and  a  falling  off  in  the  produc- 
tion of  oil  of  high  gasoline  content  is  the  explana- 
tion. The  Secretary  of  the  Interior  in  response  to 
a  resolution  of  the  Senate  has  discussed  the  situa- 
tion in  detail,  but  the  essential  facts  are  that  the 
gasoline  requirements  of  the  United  States  increased 
during  the  last  year  by  about  25  per  cent,  over  those 
of  1914.  The  production  of  crude  petroleum,  on 
the  other  hand,  showed  practically  no  increase  last 
year,  being  291,400,000  barrels,  as  against  290,312,- 
000  barrels  in  1914.  And  this  is  not  the  whole 
story,  for  the  Gushing  pool  in  Oklahoma  which  pro- 
duces oil  with  a  higher  gasoline  content  than  any 
other  field,  declined  from  more  than  300,000  barrels 
per  day  in  April,  1915,  to  less  than  100,000  barrels 
per  day  in  January,  1916.  As  the  Gushing  crude 
yielded  about  30  per  cent,  gasoline  the  diminished 
output  of  crude  in  that  field  represented  a  loss  of 
60.000  barrels  of  gasoline  per  day  between  April 
and  January.  Although  the  loss  of  crude  was  made 
up  in  other  fields  the  loss  in  gasoline  was  not,  ow- 
ing to  the  smaller  yield  of  the  other  oils. 

Secretary  Lane's  report  does  not  give  much  en- 
couragement to  expect  the  supply  of  gasoline  to 
keep  pace  with  the  demand  in  the  future.  He  has 
summed  up  the  situation  as  follows:  1.  "The  con- 
sumption of  gasoline  is  rapidly  increasing.  2.  The 
production  of  crude  has  been  generally  regarded  as 
near  its  maximum." 

His  report  shows  that  for  a  number  of  years  the 
production  of  crude  oil  has  not  kept  pace  with  the 
demand  for  gasoline,  but  the  supply  of  the  latter 
has  been  kept  up  by  increased  extraction. 

In  1909  the  volume  of  crude  produced  was  more 
than  fourteen  times  as  great  as  that  of  gasoline.  In 
1915  the  ratio  of  crude  over  gasoline  production 
was  only  6^  to  1.  In  considering  these  figures  (the 
years  given  are  the  only  ones  for  which  Secretary 
Lane  finds  gasoline  figures  available),  it  is  interest- 
ing to  note  the  growth  in  the  automobile  industry  at 


the  same  time.  ^  ^         , ., 

Gasoline  Production  Crude  Petroleum       Licensed  Autotnohnec 

1R99..   6,680.000  Bhls.     1899..   60,000.000  Bbls.     1899..      JJ-OJO  ^^r^ 

1904..   6.920.000  BMs.     1904.  .1 17,100.000  Bbls.     1905..     ^^^-^^J^  ^^'^^ 

1909 

191 

1915 


)9.  .12.900.000  Bbls.  1909.  .18.1.200.000  Bbls.  1910. .  ^00.000  Car? 
4.  .34,915.000  Bbls.  1914.  .265,800.000  Bbls.  19^  •  -2-5.^875  Car^ 
.5.. 41,600,000  Bbls.    1915.  .267,400,000  Bbls.     J^j^- '^'^^^loJo  SS 

The  number  of  automobiles  given  is  for  the  first 
of  each  year. 

In  addition  to  the  enormous  growth  of  the  de- 
mand for  gasoline  for  automobiles  thus  indicated. 
Secretary  Lane  calls  aittention  to  other  noteworthy 


channels  of  consumption:  "On  July  1st,  1915, 
were  approximately  300,000  motor  boats  i 
United  States;  on  January  1st,  1915,  there  we 
proximately  45,000  motor  trucks  in  the  1 
States;  on  January  1st,  1916,  there  were  ap 
mately  30,000  farm  tractors  in  the  United  Stj 

Secretary  Lane  bases  his  verdict,  that  "p 
tion  of  crudes  has  been  generally  regarded  a 
its  maximum,"  on  his  estimate  of  the  percent 
exhaustion  of  the  principal  oil  fields. 

The  Lima-Indiana  field,  he  finds,  is  93  pei 
exhausted ;  the  Appalachian,  74  per  cent. ;  th( 
Coast  and  Colorado,  79  per  cent,  each ;  the  I 
60  per  cent. ;  the  Mid-Gontinent  (Kansas  and 
homa),  50  per  cent.;  Northwest  Louisiana, 
cent.;  North 'Texas,  40  per  cent.;  Galiforr 
per  cent. 

Of  these  three  fields  which  still  have  mor 
50  per  cent,  of  their  petroleum  supply  unto 
California,  with  a  production  of  89,500,000  1 
in  1915,  is  far  the  most  important,  (North 
and  Northw^est  Louisiana  did  not  produce  on 
of  this  amount),  and  the  average  gasoline  c 
of  California  crude  is  given  as  only  2^^  per  ( 

Efforts  to  Increase  Production. 


The  high  prices  now  ruling  for  gasolir 
crude  oil  have  naturally  stimulated  great  2 
in  every  known  field,  but  the  results  as  yet  i 
very  satisfactory. 

In  January  and  February  of  last  year,  1,86! 
were  in  operation,  and  2,869  were  being  ( 
and  the  new  production  derived  from  this 
totaled  298,351  barrels.  In  January  and  Fe 
of  this  year,  3,341  wells  were  in  operation,  an( 
were  being  drilled,  but  they  only  showed  a  ne 
duction  of  272,342  barrels.  The  average  dai 
duction  from  all  fields  in  January  and  Fel 
1916,  was  about  8(X),(XX)  barrels  per  day,  a 
pared  with  860,0(X)  barrels  per  day  in  the 
months  of  1915. 

Immediate  relief  would  be  given  by  an  m 
ment  upon  the  carburator  that  would  make 
ticable  the  use  of  kerosene  as  a  fuel  for  ai 
biles.  Ordinary  crude  oil  furnishes  at  leaj 
and  often  three,  gallons  of  kerosene  to  every 
of  gasoline. 

There  is  hope  also  from  improvement  in 
ods  of  refining,  by  which  an  increased  ext: 
of  gasoline  may  be  accomplished.  The  last 
of  the  Bureau  of  Mines  has  the  following  to 
what  has  been  accomplished  by  the  sc 
"cracking"  process: 

CRACKING  PROCESS  FOR  THE  PRODUCTION  OF  GASOLl 

"A  larpe  number  of  processes  have  been  paten 
^be  production  of  increased  quantities  of  pasoline  o 
-ntrit's  from  the  heavier  hydrocarbon  mixtures  by  < 
tive  distillation. 

"Of  all  these  processes  only  one  so  far  as  knov 
extensive  use  in  the  industry,  this  being  the  well 
Rurton  process,  which  is  owned  and  controlled 
Standard  Oil  Co.  of  Indiana,  and  ha«;  been  rather  j?( 
employed  by  the  various  Standard  Oil  Companies  ai 
ent  periods.  The  fact  that  the  Standard  Oil  m? 
companies  have  put  in  larpe  and  expensive  instaMat 
volvine  the  use  of  this  process  is  the  best  possible 
tion  of  the  need  of  efficient  cracking  processes  in 


*  *  *  There  can  be  no  question  that  the  use 
rocess  in  the  past  few  years  by  the  Standard  Oil 
's  has  contributed  greatly  to  reheve  threatened 
5  in  the  supply  of  gasoline.     The  process   itself 

a  real  conservation  factor  so  far  as  American 
n  resources  are  concerned,  and  too  much  credit 
be  given  to  the  inventor  as  well  as  to  the  com- 
hose  faith  and  energy  have  made  its  successful 
lent  possible." 
dition  to  this  Burton  process,  the  Rittman 

the  patents  of  which  are  owned  by  the 
lent  has  come  into  prominence.  In  both 
rude  oil  or  distillates  of  crude  lower  than 
,  are  cracked  under  heavy  pressure,  with 
alt  that  double  or  even  three  times  the 
of  gasoline  formerly  obtained  is  extracted 
e  same  amount  of  crude, 
lubtedly  higher  prices  will  have  to  rule  un- 
supplies  are  obtainable  from  some  source, 
tes  are  developed,  or  consumption  is  ad- 
o  the  reduced  supply.     In  the  past  discov- 

new  oil  fields  have  always  resulted  from 
ices,  and  the  present  demand  offers  a  great 
to  the  inventor  who  can  meet  the  situation. 


Re 


System. 


IQUIDATION   OF  THE  MEMBER  BANKS. 

Federal  Reserve  Council  has  handed  down 
ion  to  the  effect,  that  a  vote  of  more  than 
ds  of  the  stockholders  of  a  national  bank 
g  a  sale  of  its  assets  to  another  corpora- 
es  not  constitute  a  vote  to  go  into  liquida- 
required  by  the  revised  statutes   of  the 


United  States.  A  Federal  Reserve  Bank  cannot 
cancel  the  shares  of  stock  held  by  a  member  bank 
under  these  circumstances,  nor  can  it  make  a  re- 
fund of  the  amount  of  its  cash  paid  subscription 
for  such  stock. 

Proposed  FeJeral    Reserve  Legislation. 

During  the  month,  a  number  of  bills  which  affect 
the  Federal  Reserve  law  were  introduced.  Among 
these  are  Senator  Owen's  and  Representative 
Glass's  bills  in  which  are  incorporated  the  recom- 
mendations of  the  Federal  Reserve  Board.  These 
two  bills  are,  in  the  main,  identical.  There  is,  how- 
ever, a  slight  diff^erence  in  some  of  the  details. 

The  proposed  measures  enlarge  the  scope  of  a 
Federal  Reserve  Bank  in  dealing  with  member 
banks,  and  in  dealings  with  each  other,  with 
reference  to  receipt  of  deposits,  and  making 
collections. 

In  the  item  under  "Acceptances"  the  waiver  of 
demand  notice  and  protest  by  member  banks  is 
stricken  from  the  requirement,  and  the  privilege 
of  making  bank  acceptances  is  extended  to  include 
domestic  acceptances,  and  this  item  is  further 
clarified  and  extended. 

A  provision  is  included  for  making  a  fifteen-day 
advance  by  Federal  Reserve  Banks  to  member 
banks  on  their  collaterally  secured  note. 

NOTE  ISSUES. 

The  conditions  of  note  issue  are  modified,  1st,  to 
allow  drafts  and  acceptances,  as  well  as  promissory 
notes,  to  be  made  eligible  for  deposit  with  reserve 


STATEMENT  OF  RESOURCES  AND  LIABILITIES  OF  EACH  OF  THE  TWELVE  FEDERAL 
RESERVE  BANKS  AT  THE  CLOSE  OF  BUSINESS  MARCH  24,  1916. 
(In  Thousands  of  Dollars) 


OURCES 

and  certif's.  Set- 
nd.  Cr,  Balances 

ement  Fund 

2mptionFund  .. 

Boston 

10.844 

3,443 

5 

N.Y. 

162.239 

10.587 

250 

Phila. 

6,210 

6,440 

50 

Clev'd 

11.538 

9,975 

37 

Rich'd 

4754 

12,012 

338 

Atlanta 

5.708 

5.177 

333 

Chicago 

36.431 

6,519 

200 

St.  Louis 

5.077 

2,647 

54 

M'nprs 

3.589 

4,598 

30 

Kas.City 

4,713 

3,878 

74 

8.670 
159 

Dallas 

4.037 
10,036 

182 

14.265 
845 

S.Fr'sco 

5.721 

4,368 

10 

Total 

260.866 
79,680 
1.578 

J  gold  reserves., 
der  notes.  Silver 
mdSub.  coin.... 

14,292 

53 

14345 

173,076 
3  382 

12,700 
3  281 

21.550 
1.158 

17,104 
128 

11,223 
283 

43.150 
1.735 

7.778 
716 

8,217 
474 

10.099 
9 

342,124 
12.223 

1  Reserves 

176,458 

15.981 

22.708 

17.232 

11506 

44.885 

8.494 

8.691 

8.829 

15.110 

10,108 

354.347 

)unted,  Members 

al  paper 

It  in  open  market 

98 
12.233 

307 
14.725 

279 
5.141 

323 
1.025 

6,262 
66 

3,953 
573 

1,598 
2.165 

650 
843 

776 
675 

1,451 

2,010 
687 

4,536 

514 
1.108 

21,306 
39.244 

1 

12.334 

15  032 

5,420 

1.348 

6.328 

4  528 

3,763 

1.493 

2.697 

4.536 

1.622 

60.550  c) 

It  U.S.  Bonds... 
Warrants 

983 
2.833 

3.152 
13  378 

4,206 
3.344 

12.970 

4.224 
3.965 

1,676 
91 

1.370 

6,677 
3,630 

3.339 
1.241 

6,073 

2.214 
1.356 

7,978 
999 

1.295 

3.035 
1.832 

40.152 
32.669 

1  Earning  Assets 

16153 

31.562 

9.537 

8  095 

5893 

14.070 

5.021 

11.674 

5.831 

360 
334 

6.489 

133,371 

eserveNotes.net 
other  F.K.Banks 

1281 

2.006 
25 

14.139 
395 

154 

2,507 
111 

491 

779 
388 

721 

118 

751 
1.193 

19.346 

1,535 

4.768 
332 

845 

2,376 
1.098 

1.127 

3,054 
^127 

18.020 

1,418 
499 

22.420 

5,277 

1.272 

185 

24.849 

12.628(b) 
4,803 

resources 

ESOURCES 

33.810 

222.554 

31.723 

33.903 

26.166 

65.590 

18.884 

21,635 

2.751 
5.419 
9.719 
3.748 

23.331 

529.998 

BILITTES 
aid  in 

5,158 

12 

28.664 

11.122 

9.632 

194,416 

7.384 

5.215 

233 

26.275 

6,948 

794 

27.161 

3.345 

7.267 

11,365 

4.140 

49 

2.416 

7.088 

8.754 

983 

105 

6,654 

902 

58,029 

2.788 
1.S76 
14.720 

2.560 

380 

15,080 

3,009 

804 

16.446 

1,108 

1,053 

3.944 

1.200 

18,187 

54.910 
35,088 
428.816 
9,977(a) 

1,053 

snt  Deposits 

)eposits.  net 

eserve  Notes-net 
eserve  Bank 

circulation 

ther  F.  H.  Banks 

Liabilities 

154 

lABTLTTIES  .... 

33  810 

222.554 

31.723 

33.903 

26166 

19.346 

65.590 

18.884 

18.020 

22.420 

21.635 

23.331 

529.998 

'otal  Reserve  notes  in  circulation.  163.834. 

'ash'' reserve °s  76  S^^'ri^h*  R^ilJ'^^'^^  •"  Fl^^'^.^l^^es^re  Banks,  12.628.  the  Gold  Reserve  against  Net  Liabilities  is  74.»(  and  the 

fetes  in  drcufation   77  el      ^^^^^^®  against  liabUities  after  setting  aside  m  Gold  Reserve  against  net  amount  of  Federal  Reserve 


aS)""^^  °^  ^"^^  discounted  and  loans:  within  10  days,  7.855;  to  30  days.  10, 


1;  to  60  days,  21,106;  other  maturities,  20.663;  Total: 


w 


agents  for  circulating  notes;  and,  2nd,  to  permit 
the  reserve  banks  to  deposit  gold  "as  collateral" 
with  the  reserve  agent  for  notes,  such  gold  to  be 
included  with  that  in  bank's  own  possession  in  cal- 
culating the  40  per  cent,  reserve. 

The  provision  as  to  drafts  and  acceptances  is 
certainly  unobjectionable,  as  they  are  the  highest 
t>'pe  of  commercial  paper.  The  provisions  liberaliz- 
ing the  methods  of  note  issue  simply  overcome 
the  difficulty  created  by  the  complicated  partnership 
arrangement  between  the  banks  and  the  govern- 
ment. If  the  banks  issued  their  own  notes,  as  all 
other  central  banks  do,  they  would  give  their  notes 
in  exchange  for  gold  and  include  the  gold  in  their 
legal  reserve,  as  a  matter  of  course.  All  the  issue 
banks  of  Europe  do  so.  The  very  essence  and 
virtue  of  the  reserve  system  is  in  its  ability  to  pro- 
tect the  banking  situation  by  means  of  its  ability  to 
grant  credit  and  issue  notes.  That  this  power  is 
theoretically  subject  to  abuse  is  a  fact  incidental  to 
the  possession  of  the  power  to  give  protection. 
We  are  bound  to  assume  that  under  the  supervision 
of  the  reserve  board  and  the  constant  scrutiny  of 
the  financial  world  the  power  will  be  held  in  reserve 
under  ordinary  conditions  and  used  only  when 
needed  for  protection.  There  is  evidently  no  in- 
flation in  the  giving  of  notes  in  exchange  for  gold ; 
inflation  can  only  come  by  the  granting  of  credit. 
The  accumulation  of  gold  in  the  reserve  banks  will 
give  them  larger  available  resources  in  an  emer- 
gency. 

REAL  ESTATE  LOANS  BY  BANKS  OUTSIDE  OF  CENTRAL 
CITIES. 

The  provision  regarding  real  estate  loans  is  al- 
tered so  that  banks  may  loan  an  amount  equal  to 
50%  of  the  value  for  five  years  on  farm  land,  for 
one  year  on  other  real  estate,  confining  the  loans  to 
property  located  within  a  radius  of  one  hundred 
miles  of  the  lending  bank,  irrespective  of  the  re- 
serve district  boundaries,  loans  not  to  exceed  25% 
of  the  capital  and  surplus  or  one-third  of  the  time 
deposits  of  the  lending  bank. 

FOREIGN  BRANCH   BANKS. 

The  section  with  reference  to  foreign  branch 
banks  permits  specially  organized  corporations  to  do 
a  banking  business  in  foreign  countries.  The  details 
as  to  citizenship  of  directors,  forfeiture  of  charter, 
location  of  branches  and  stockholders,  are  fully  set 
forth  in  the  proposed  legislation.  One  of  the  in- 
teresting features  is  that  directors  are  exempted 


from  the  interlocking  directorate  prohibitions 
tained  in  the  Clayton  Act.  The  stockholders 
not  be  limited  to  individuals,  but  banks  ma 
stockholders  in  these  foreign  branches  to  the  e 
of  10%  of  their  paid-in  ca|)ital  and  surplus.  I 
ber  banks  may  act  as  agents  of  the  foreign  I 
in  dealing  with  the  Federal  Reserve  Banks, 
these  banks  shall  make  reports  and  be  subje 
the  examination  by  the  Federal  Reserve  B 
Banks  with  more  than  $1,000,000  capital  are 
mitted  to  hold  stock  to  the  extent  of  not 
than  10%  of  their  capital  or  surplus  in  forei] 
dornestic  corporations  authorized  to  do  bai 
business  abroad. 

The  bill  further  provides  that  national  banl 
places  of  one  hundred  thousand  inhabitants 
over  with  at  least  $1,000,000  capital  and  sii 
may  upon  authority  of  the  Federal  Reserve  I 
establish  branches  within  the  city,  town  or  v 
in  which  they  are  located.  Banks  in  other  \ 
may  establish  branches  within  their  home  c 
limits,  provided  that  no  such  branch  shall  be  i 
lished  unless  the  capital  of  the  parent  bank 
least  equal  to  the  aggregate  of  the  amounts  } 
would  be  required  of  each  branch  if  it  wei 
ganized  as  an  independent  bank. 

Discount  Rates. 

Discount  rates  of  each  Federal  Reserve 
in  effect  March  28,  1916. 


MATURITIES 

2§t 

<li 

5 

5 

i% 

5 

5 

5 

5 
5 
5 

4% 
5A 

Trade  aca 
ances. 

10 
days 
and 
less. 

over  10 
days to 
30  days, 
inclus- 
ive. 

over  30 
to  60 
days. 

inclus- 
ive. 

over  60 
to  90 
days, 

inclus- 
ive. 

4 

4 
4 

4^ 
4 

4 

To 
60 
days, 
in- 
clu- 
sive. 
3 

i% 
3 

yA 
354 
3« 

C33-4 

DS" 
yA 
8V. 
3^ 
3 

2 

i; 

Boston 

New  York.... 
Philadelphia. 
Cleveland.... 
Richmond. 

3 
3 
3 

3^ 

4 

4 

4 

4 

4 

4 

4 
4 

4 

4 
4 

Atlanta 

Atlanta 

a 

Chicago 

St.  Louis 

Minneapolis  . 
Kansas  City.. 
Dallas 

3V2 

3 

4 
4 

4 
4 
4 

2'A 

4 
4 
4 

4 
4 
4 

4>^ 

4 

i% 

4 

4 

4^ 

D 

SanFran  Cisco 

3 

A  Rate  for  commodity  paper  maturiner  within  90  days. 

B  Rate  for  bills  of  exchange  in  open  market  operations;  At] 
— 5>^;  paper  bought.  Dallas  3-  5. 

C  Rate  for  trade  acceptances  bought  in  open  market,  withoi 
ber  bank  indorsement. 

D  A  rate  of  2  to  4  per  cent  for  bills  with  or  without  membi 
indorsement  was  authorized  on  Dec.  21. 1915. 

E  Rate  for  commodity  paper  maturing  within  30  days,  VA  [ 
over  30  to  60  days,  4  per  cent;  over  60  to  90  days,  4>3  per  cent; 
days, 5  percent. 

THE  NATIONAL  CITY  BANK  OF  NEW  YOR 


«« 


City  BanK  Service. 


»t 


CORRESPONDENTS  and  depositors  find  this 
service  unsurpassed.  It  is  the  outgrowth  of  100 
years'  business  experience  and  success. 

The  excellence  of  the  service  is  attested  by  the 
continuous  growth  of  our  resources. 

The  service  is  available  to  you  and  might  become 
invaluable.  We  should  be  glad  to  hear  from 
bankers,  merchants  and  manufacturers  who  con- 
template opening  a  New  York  account  or  who  may 
wish  to  establish  new  or  additional  banking  facilities. 

None  too  large ;  none  too  small. 
THE  NATIONAL  CITY  BANK  OF  NEW  YORK. 
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U.   S.   SECURITIES 
GOVERNMENT   FINANC 
ECONOMIC 
AND   FINANCIAL 
CONDITIONS 


General  Business  Conditions. 

THE  political  situation,  as  regards  the 
submarine  controversy  and  the  rela- 
tions with  Mexico,  has  verged  upon 
the  critical  throughout  the  month,  but 
aside  from  a  slight  disturbance 
among  the  speculative  holders  of  stocks  it  has  been 
without  apparent  influence  upon  business.  Evi- 
dently nobody  believes  that  any  possible  develop- 
ments in  either  quarter  would  adversely  affect  the 
prevailing  state  of  prosperity  in  the  United  States. 
Business  the  country  over  continues  at  the  top 
notch  rate,  with  conditions  on  the  whole  rather 
more  normal  and  stable  in  appearance  than  a 
month  ago.  The  railway  congestion  has  been  re- 
duced under  the  management  of  the  committee 
of  officials  appointed  for  that  puropse,  and  traffic 
is  moving  more  smoothly  but  to  the  limit  of  the 
capacity  of  the  roads.  Complaints  of  car  short- 
age are  heard,  particularly  from  the  lumber  in- 
dustry in  the  Southwest,  but  considering  the  tre- 
mendous amount  of  freight  moving  the  situation 
is  now  very  well  in  hand.  Navigation  has  opened 
on  the  lakes  with  an  immense  tonnage  in  sight. 
The  lake  boats  formerly  operated  by  railway 
lines  and  which  had  to  be  sold  in  compliance  with 
law,  have  either  been  sold  for  the  coast  trade  or 
taken  over  by  a  new  corporation  organized  at 
Buffalo  for  the  purpose,  and  which  will  operate 
in  connection  with  the  railways. 

The  volume  of  commodities  moving  from  orig- 
inal sources  into  distribution  is  enormous  and 
well  balanced  as  between  merchandise,  miscel- 
laneous freight  and  farm  products,  although  the 
end  of  the  crop  year  is  approaching,  when  the 
latter  usually  run  low.  The  big  crops  of  the  last 
two  years  have  filled  the  available  storage,  and 
created  large  reserves  of  all  the  grains.  Wheat  is 
the  one  farm  product  of  importance  that  is  sell- 
ing lower  than  last  year,  but  in  the  spring  wheat 
territory  the  yield  was  phenomenal  and  great 
prosperity  prevails  there.  Hogs  have  been  sell- 
ing since  February  in  the  middle  west  packing 
centers  close  to  the  $10  mark,  which  is  an  ex- 
ceedingly profitable  price,  and  cattle  and  sheep 
are  doing  about  as  well.  The  shearing  season  is 
now  under  way  in  the  western  states,  and  wool  is 
bringing  the  highest  prices  known  since  the 
paper  money  period  of  the  civil  war.  This  pros- 
perity  of   the    farmers    is   the    solid   basis    which 


Nkw  York,  May,  : 

gives   confidence  throughout  the  west.     Tl 
a    large    movement    of    migrating    farmer 
Minnesota  and  the  states  west  of  it  this 
for  settlement  upon  new  lands. 

The  winter  wheat  crop  is  less  promisin 
a  year  ago,  except  in  the  three  states,  Ne 
Kansas  and  Oklahoma,  where  it  looks  ver 
The  season  in  the  spring  wheat  territory  ij 
ward  and  it  now  seems  improbable  that  th 
wheat  yield  of  the  country  this  year  will  c( 
to  either  of  the  phenomenal  crops  of  19 
1915.  It  may,  however,  be  quite  large  ( 
in  view  of  the  unusual  stocks  carried  over 
highest  price  on  the  crop  in  the  Chicago 
was  $1.38  per  bushel,  realized  in  January, 
is  now  higher  in  the  United  States  than  i: 
ada  by  just  about  the  ten  cent  duty. 

The  cotton  outlook  is  for  a  moderate  ii 
of  acreage,  with  a  use  of  fertilizers  even 
last  year's.  The  consumption  of  cotton  by 
ican  mills  made  a  new  high  record  in  Mi 
613,625  bales.  Exports  for  eight  months 
ing  March  were  38  per  cent,  lower  than 
previous  crop,  and  cotton  consumption  ha 
reduced  all  over  the  world.  The  expc 
cotton  goods  by  Great  Britain  in  1915  we; 
about  two-thirds  those  of  1913,  the  expc 
Germany  and  Austria-Hungary  were  elin- 
those  of  France  were  about  one-third  norn 
those  of  all  other  countries  except  the 
States  were  below  the  1913  figures.  The  < 
of  the  United  States  rose  from  $54,000,000  t 
000,000,  but  this  nowhere  near  made  goc 
decline  elsewhere.  Unquestionably  shelv( 
bare  the  world  over,  and  a  large  demand  f 
ton  should  follow  the  end  of  hostilities, 
price  has  held  around  12  cents  per  pound. 

The  demands  upon  manufacturers  of  all 
goods  are  sufficient  to  assure^  the  full  op 
of  the  industries  throughout  this  year,  and 
start  into  1917.  Price  advances,  instead  of 
ring  purchases,  have  prompted  buyers  to 
needs  farther  into  the  future.  There  an 
plaints  from  manufacturers  who  are  unfa^ 
affected  by  the  scarcity  and  high  prices  pre 
for  materials,  particularly  steel,  but  the 
continue  to  gain  upon  production.  A  ma 
turer  who  must  have  steel  to  carry  on  hii 
ness  simply  cannot  afford  to  run  the  risk  o 
ing  his  wants  uncovered. 

The  steel  companies  are  disposed  to  hold 


Tk^e^  ^^^i^i^^  *Mix  /*3«v*<ii«i>  «#^nf  to  them  reornlarlv  will  receive  it  without  charee  upoo  applica 


)n  staple  goods  consumed  in  this  countr3% 
t  curious  result  is  seen  of  finished  goods 
at  lower  prices  per  ton  than  the  partially 
1  products  from  which  they  are  made, 
lails,  for  example,  are  cheaper  than  wire 
nd  railway  rails  cheaper  than  steel  billets 
steel  bars  used  for  shells.  The  manufac- 
munitions  has  been  developed  in  France 
gland  to  the  point  where  it  is  said  that 
ountries  are  quite  independent  of  further 
ts  abroad  for  the  finished  goods,  but  they 
ave  the  steel.  This  is  not  entirely  agree- 
r  if  they  are  to  take  our  steel  bars  it  would 
IT  to  have  them  employ  our  machine  shops 
lowever,  Mr.  Schwab  is  authority  for  the 
nt,  that  less  than  10%  of  our  steel  produc- 
being  exported  at  this  time.  The  railways 
en  compelled  by  the  heavy  traffic  to  order 
;nt,  notwithstanding  the  advance  in  prices, 
/  are  buying  liberally  of  rails.  The  Railway 
zette  compares  the  equipment  orders  for  the 
ee  months  of  1916  and  1915  as  follows: 

1916         1915 

.motives 1,137  181 

?ht  Cars  38,169        8,943 

enger  Cars 537  696 

e  orders  are  from  domestic  companies  and 
a  good  volume  of  foreign  business.  The 
f  steel  rails  w^hich  has  been  nominally 
per  ton,  since  about  1899  is  about  to  be 
id.  As  a  matter  of  fact,  however,  com- 
ply few  rails  have  been  sold  at  $28.  in  the 
i  years.  The  specifications  for  rails  have 
langed  materially,  and  although  $28.  has 
id  the  base  price,  rails  have  been  made  to 
nd  have  cost  considerably  more.  Twenty 
it.  more  labor  is  put  into  rails,  and  new^ 
ts  have  been  introduced  to  toughen  them, 
ship-building  industry  continues  to  ex- 
nd  at  the  present  rate  we  will  soon  pass 
•Id  record  for  the  amount  of  tonnage  under 
ction  in  one  country.  Large  sums  of 
are  being  turned  into  the  business,  and  on 
St  according  to  the  Department  of  Com- 
586  ships,  with  a  gross  tonnage  of  1,067,- 
re  building  or  ordered.  This  compares 
I  ships  of  310,089  gross  tons  on  July  1, 

textile  mills  are  operating  to  capacity,  and 
ry  satisfactory  basis  as  to  profits.  Our  im- 
►ns  of  woolen  goods  in  the  seven  months 
vith  January  amounted  to  $8,839,465,  against 
,451  in  the  same  months  of  the  preceding 
ear.  On  the  other  hand,  our  exports  of 
goods  in  the  same  period  increased  from 
370  to  $12,612,865,  and  with  an  unprece- 
demand  at  home  the  woolen  mills  are  full  of 
s  for  six  months  to  come.  In  recent  months 
as  been  an  increasing  expansion  in  the  ex- 
f  cotton  goods,  and  these  include  all  quali- 
1  the  past  our  exports  have  been  confined  to 
apest  grades,  but  a  promising  trade  is  being 
up  in  higher  grades.  The  best  of  it  is  that 
an  manufacturers  are  showing  more  interest 
rade  than  ever  before  and  are  becoming  con- 


vinced that  they  can  hold  a  fair  share  of  it  even 
when  tlie  old  competition  is  restored.  The  United 
States  produces  about  two-thirds  of  the  cotton  of 
the  world  and  consumes  more  of  it  than  any  other 
country,  but  it  supplies  only  about  five  per  cent,  of 
the  cotton  goods  exports  of  the  world.  In  1913, 
the  last  calendar  year  of  undisturbed  trade,  the  ex- 
ports of  all  cotton  manufactures  of  the  United 
States  amounted  to  about  $54,000,000,  those  of 
Great  Britain' to  $618,000,000,  of  Germany  $120,- 
000,000,  France  $79,000,000,  Japan  $58,000,000  and 
Switzerland  $50,000,000. 

The  shoe  industry  is  running  to  capacity  and  con- 
fronted with  steadily  rising  prices  for  leather,  and 
the  tanners  are  full  of  business  but  paying  the 
highest  prices  ever  known  for  hides.  So  the  in- 
creasing cost  of  shoes  is  traced  back  to  the  farmer, 
and  to  the  fact  that  tlie  cattle  supply  has  not  kept 
pace  with  population  or  with  the  increasing  uses  for 
leather. 

1  lie  Labor  Situation. 


The  factor  of  chief  concern  in  the  business 
situation,  both  for  the  immediate  future  and  for 
the  period  "after  the  war,"  which  is  on  our  minds, 
is  the  labor  question.  A  conciliatory  disposition 
has  been  generally  displayed,  employers  showing  a 
willingness  to  share  the  present  prosperity  and  the 
employes  a  readiness  to  adjust  the  diflFerences  and 
keep  at  work.  The  conferences  in  the  coal  industry 
have  been  of  great  importance  on  account  of  the 
large  body  of  wage-earners  involved,  and  for- 
tunately agreements  for  both  bituminous  and  anthra- 
cite fields  have  now  been  reached. 

The  most  serious  of  the  remaining  controversies 
in  its  possibilities  is  the  one  between  the  railroad 
companies  and  the  orders  of  railway  trainmen. 
Since  the  demands  of  the  latter  have  been  formu- 
lated, the  expression  of  public  opinion  against  a 
strike  has  been  so  pronounced  that  it  is  assumed  to 
carry  considerable  weight  with  the  leaders  who  have 
the  case  in  hand,  and  there  have  been  expressions 
within  the  orders  which  indicate  that  extreme  action 
will  not  be  supported.  The  operation  of  the  rail- 
ways, however,  is  a  matter  of  such  vital  public  im- 
portance that  there  will  be  uneasiness  until  the  threat 
of  a  strike  is  withdrawn. 

Nothing  could  more  clearly  stamp  the  present 
industrial  situation  as  extraordinary  than  the  grant 
by  the  leading  steel  companies  of  a  second  ten  per 
cent,  wage  advance  since  the  beginning  of  this  year. 
It  is  understood  to  have  been  given  without  any 
demands  or  representations  by  the  employes,  as  an 
act  of  fair  and  intelligent  business  policy.  There 
are  naturally  two  views,  within  and  without  the  In- 
dustry, as  to  the  wisdom  of  the  action.  On  the 
one  hand  it  is  held  that  present  conditions  in  the 
Industry  are  evidently  temporary,  that  it  Is  alto- 
gether improbable  that  an  advance  of  twenty  per 
cent,  upon  wages  that  were  already  the  highest 
ever  known  In  the  Industry,  can  be  long  maintained, 
and  that  it  is  walking  deliberately  into  trouble  to 
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make  an  advance  which  will  have  to  be  rescinded. 

On  the  other  hand  it  is  said  that  present  earn- 
ings of  the  companies  justify  the  raise,  that  labor 
is  scarce,  wages  are  rising  in  competitive  industries, 
it  is  important  to  keep  the  full  complement  of  men, 
and  it  will  foster  good  feeling  among  the  employes 
to  act  promptly  as  the  situation  warrants.  As  to 
the  future,  this  view  is  that  if  conditions  require 
a  reduction,  the  men  will  be  more  inclined  to  ac- 
cept it  if  they  are  convinced  that  they  have  been 
fairly  dealt  with  in  times  of  prosperity.  The 
copper  mining  industry  has  been  operating  for  some 
years  upon  a  sliding  scale  of  wages. 

The  record  of  the  United  States  Steel  Cor- 
poration's payments  to  labor  since  April  1,  1905,  is 
a  remarkable  one.  Prior  to  January  1st,  1904, 
wages  had  been  regulated  largely  by  the  subsidiary 
companies,  and  the  changes  were  more  or  less  un- 
even and  irregular,  but  the  movement  was  upward, 
and  at  the  close  of  1903  were  at  the  highest  average 
ever  known  in  the  industry.  On  January  1st,  1904, 
a  general  reduction  of  about  10  per  cent,  was  made, 
on  account  of  a  depression  then  prevailing,  and  to 
correspond  with  a  reduction  that  had  been  made 
by  competing  companies.  On  April  1st,  1905,  this 
reduction  was  rescinded,  restoring  wages  to  the 
level  of  1903,  and  since  then  wages  have  not  been 
changed  except  to  be  moved  upward.  These  ad- 
vances have  been  as  follows: 

January  1,  1907 7      per  cent. 

"      16,  1910 654    "      " 

February  1,  1913 10        "       " 

1,  1916 10       "       " 

May  1,   1916 10       "       " 

In  each  case  the  percentage  of  increase  was 
applied  upon  the  rates  in  effect  at  the  time  tlie  in- 
crease was  made,  so  that  the  total  increase  since 
January  1,  1907,  has  been  more  than  43^  per 
cent,  upon  the  wage  rates  of  that  date. 

The  following  table  gives  a  summary  of  the  in- 
formation relative  to  wages  shown  by  the  annual 
reports  of  the  corporation: 

UNITED  STATES  STEEL  CORPORATION 
WAGE  PAYMENTS. 

Average 
Rate  per 
Man  per 

Day. 
^2.327 

2,400 

2.224 

2.291 

2.361 

2.479 

2,483 

2.506 

2.599 

2.709 

2.751 

2.920 

2.973 

3.007 

The  above  calculation  covers  wages  and  salaries 
of  all  employes  and  officers  of  the  corporation,  but, 
if  the  salaries  of  the  administrative  and  selling 
force  are  eliminated  the  averages  are  changed  but 
slightly.      Thus,    for    1915    with    this    elimination 


Average 

Number 

Men. 

1902.... 

168,127 

1903.... 

167.709 

1904. . . . 

147,343 

1905.... 

180,158 

1906.... 

202,457 

1907.... 

210,180 

1908.... 

165,211 

1909.... 

195,500 

1910.... 

218,435 

1911.... 

196.888 

1912.... 

221,025 

1913.... 

228,906 

1914.... 

179,353 

1915.... 

191,126 

Annual 

Wage  per 

Wage  on 

Annum 

Basis  of 

for  Actual 

310  Days. 

Time. 

$721 

$717 

744 

720 

689 

677 

710 

711 

732 

730 

768 

765 

770 

729 

777 

776 

806 

801 

840 

820 

853 

857 

905 

905 

922 

905 

932 

925 

made  the  average  rate  per  diem  would  t 
instead  of  $3.00. 

A  general  wage  advance  is  taking  plac 
New  England  textile  industries,  the  seci 
since  January  1st  last,  the  two  aggregating 
per  cent.,  and  affecting  upwards  of  300,i 
ployes. 

The  La-w  of  Progress. 

This  wage  movement  is  illustrating  wil 
ing  effectiveness  the  economic  principle  t 
allusion  was  recently  made  in  these  coli 
wit,  the  principle  that  with  capital  in 
faster  than  population,  which  is  normally  ti 
advanced  countries,  a  rise  of  wages,  < 
amounts  to  the  same  thing,  i.  e.,  a  larger  dis 
of  products,  is  inevitable.  As  the  proposi 
met  with  dissent  in  some  quarters,  it  is  wor 
to  state  it  again,  although  it  is  so  sim 
elaboration  is  scarcely  possible. 

The  owners  of  capital  naturally  wish  tc 
it  productively,  and  the  only  way  this  can 
is  by  entering  the  business  field,  and  offeri 
kind  of  service  to  the  public,  either  by  de 
natural  resources,  manufacturing  for  the 
or  by  conducting  transportation,  merch; 
banking,  etc.  If  the  capitalist  chooses  to  be 
himself,  and  invests  his  money  in  stocks  an 
his  capital  is  none  the  less  employed.  None 
activities  can  be  carried  on  without  ei 
labor,  or  carried  on  successfully  unless  the 
actual  service  to  the  public.  If,  then,  capii 
creasing  faster  than  population  or  the  laboi 
there  is  an  unavoidable  competition  betM 
owners  of  capital  for  labor;  otherwise  the 
of  the  new  capital  which  is  always  comin| 
market  would  have  to  allow  it  to  remain  i 
the  incentive  to  accumulate  would  disappe; 
situation  which  exists  in  tlie  labor  market 
the  result  of  the  large  accessions  of  capita 
the  past  year,  partly  from  Europe  and  pan 
profits  in  the  domestic  trade,  and  the  effort 
owners  to  get  all  capital  into  employmer 
conditions  are  exceptional  and  the  effect 
evident  than  usual,  but  the  principle  is  alv 
same. 

This  competitive  struggle  for  labor  is  i 
in  its  direct  action  by  the  substitution  of  m; 
for  labor,  but  this  has  the  effect  of  mu 
the  supply  of  goods  and  reducing  the  price, 
the  demand  for  goods  and  for  labor  to  ma 
is  as  great  as  before.  If  production  increas 
must  be  either  a  rise  of  wages  or  a  redu 
prices  to  enable  the  new  supply  to  be  taker 
market.  It  is  manifestly  impossible  that 
mount  of  horsepower  used  in  the  factories 
United  States  should  increase  85  per  cent.,  i 
between  the  census  of  1899  and  the  census 
unless  there  was  a  larger  distribution  of  ^ 

A  study  of  the  workings  of  this  natural 
distribution  will  show  that  there  is  not  n< 
much  inecjuality  in  the  distribution  of  the  be 
progress  as  many  people  think.  If  they  wil 
the  newly  created  wealth  into  use  and  to  it 
service  they  will  be  better  informed. 


atration  of  Gams. 

results  of  the  electrification  of  a  section  of 
rfolk  &  Western  Railway  are  summarized 
)st  interesting  manner  in  the  following  ex- 
om  a  recent  article  in  the  Nezv  York  Eve- 
st: 

in  1914  the  average  number  of  trains  hauled  by 
igines  in  both  directions  over  the  section  now 
1  was  nine,  each  train  weighing  approximately 
s.  This  is  equivalent  to  26,100  tons  per  twenty- 
r  day.  Each  train  was  hauled  by  from  two  to 
llet  compound  locomotives  equipped  with  modern 
ters  and  mechanical  stokers. 
:  present  time  under  electric  operation  the  average 
i  traffic  alone  is  about  35,000  tons  per  day,  with 
>  per  train.  This  traffic  is  handled  by  nine  electric 
es,  as  only  part  of  the  twelve  are  in  service  at 
ime. 

ing  to  and  resulting  directly  from  this  electrified 
are  numerous  outstanding  and  important  results, 
en  abundantly  demonstrated  that  the  steam  loco- 
•ews  can  readily  take  over  the  operation  of  the 
ngines,  and  they  have  learned,  to  their  pleasure, 
and  comfort  of  their  new  work;  the  electric 
IS  not  only  estabhshed,  if  of  proper  design  and 
,  its  ability  to  parallel  the  necessary  starting 
istics  of  the  steam  locomotive  in  heavy  tonnage 
5,  but  it  has  also  demonstrated  its  reliability  in 
est  service  in  the  winter  months,  as  attested  by 
f  nearly  45,000  engine-miles  with  no  delay  due  to 
t  engines  in  service;  the  electric  engine-mileage 
as  been  increased  100  per  cent,  over  steam,  with 
uent  greater  crew-mileage ;  the  nominal  train  ton- 
^e  been  maintained  regardless  of  weather  condi- 
[  over  certain  sections  these  have  been  increased 
ler  operation  by  approximately  50  per  cent, 
lin  speeds  on  the  grades  have  been  increased — 
rain  speeds  being  increased  more  than  100  per 
he  heavy  grades,  and  the  average  over  the  entire 
he  coal  fields  to  Bluefield  have  been  increased 
er  cent. ;  congestion  at  the  gathering  points  and 
•  coahng  and  watering  stations  and  at  the  long 
s  been  eliminated,  and  what  with  more  certain 
i,  longer  time  on  the  road  between  inspections, 
lexibility  in  dispatching,  higher  train  speeds, 
ain  tonnages,  etc.,  nine  electric  engines  on  the 
not  only  doing  what  before  required  twenty-two 
quipped  with  arches,  superheaters,  and  stokers, 
dition,  are  doing  an  unknown  quantity  of  switch- 
e  and  westbound  freight  traffic,  are  pushing  an 
f  two  passenger  trains  per  day  up  the  mountain, 
landling  an  increased  tonnage  traffic  which  it  is 
would  require  thirty-three  Mallet  locomotives, 
•esults  such  as  these  just  described,  and  other 
ditions,  that  impelled  the  officials  of  the  Norfolk 
I  Railway  Company,  in  their  annual  1915  report,  to 
hat  electrified  operation  "indicates  that  the  capac- 
line  has  been  doubled,  and  that  the  operating  cost 
ile  will  be  materially  reduced.'* 

would  it  be  worth  to  the  United  States  to 
;  railways  generally  hitched  up  to  water 
be  consumption  of  coal  correspondingly  re- 
nd miners  transferred  to  agriculture  and 
lustries. 

results  are  typical  of  progress  in  industry, 
cate  the  other  side  of  what  some  people 
"social  injustice"  of  the  present  division 
h  between  capital  and  labor.  The  critics 
xisting  order  take  no  accotmt  of  the  ulti- 
stribution  which  works  out  through  the 
1  reinvestment  of  profits  for  the  con- 
development  of  industry,  although  in  fact 
distribution  is  so  broadly  effective.  The 
vhich  result  from  improved  methods  of  sup- 
iT  daily  wants  are  delivered  at  every  door. 


It  is  pertinent  to  note  in  this  connection  that  the 
officials  of  the  railway  orders,  in  presenting  their 
claims  for  more  pay,  offer  as  one  of  the  arguments 
that  the  services  of  the  trainmen  have  become 
"more  productive"  than  formerly,  as  evidenced  by 
the  increased  tonnage  per  average  train  load.  If 
this  increase  in  the  train  load  is  due  in  any  degree 
to  the  labors  of  the  trainmen,  the  argument  is  good, 
but  the  idea  that  all  the  benefits  of  progress  in  a 
given  industry  belong  to  the  persons  connected  with 
that  industry  will  not  stand.  The  railway  men  enjoy 
benefits  from  the  progress  that  is  going  on  in  other 
lines  of  industry,  and  the  workers  in  other  lines 
should  have  benefits  from  improvements  in  trans- 
portation. An  ideal  division  would  give  some  part 
of  the  new  gains  to  capital  and  labor  in  the  industry 
where  they  originate,  and  some  part  to  the  public, 
but  whatever  the  inequalities  of  this  first  distribu- 
tion may  be  the  secondary  distribution  goes  far  in 
correcting  them.  And  yet  a  university  professor 
can  write  a  book  upon  "Income"  without  mentioning 
this  secondary  distribution. 

W^en  capital  accumulations  are  exceptionally 
large,  the  amount  seeking  reinvestment  will  be  cor- 
respondingly large,  the  demand  for  labor  will  cor- 
respondingly increase,  and  the  development  of 
industry  will  be  correspondingly  rapid,  so  that  all 
the  agencies  for  further  distribution  are  speeded  up 
accordingly.  In  other  words,  ultimate  distribution 
is  not  a  matter  left  to  chance,  agitation  or  benevo- 
lence, but  is  determined  by  the  natural  laws  which 
tend  constantly  to  maintain  an  equilibrium  in  affairs. 

At  this  time  tlie  corporations  which  are  making 
large  profits  are  pursuing  a  very  conservative 
course  as  to  dividends.  They  are  paying  off  in- 
debtedness, improving  their  facilities,  laying  by  re- 
serves in  interest-bearing  securities  and  strengthen- 
ing their  position  in  every  possible  way.  This  policy 
makes  for  greater  efficiency  and  stability  in  the 
future,  and  will  probably  yield  in  the  long  run 
greater  permanent  results  to  the  public,  and  to 
wage-earners  and  shareholders  as  well,  than  a 
larger  distribution  of  wages  or  dividends  at  this 
time. 

Influence  or  the  W^ar  on  Capital  Supply. 

It  is  a  common  saying  that  the  war  has  upset  all 
the  theories  of  the  economists  and  experts,  by 
which  is  usually  meant  that  although  the  use  of 
credit  has  been  carried  far  beyond  any  point  here- 
tofore recognized  as  prudent,  or  even  possible,  the 
vast  sums  have  been  raised  with  seeming  ease, 
without  exhausting  the  money  markets  and  with 
surprisingly  small  effects  upon  security  prices  or 
interest  rates.  The  theory  that  war  would  make 
capital  dear  is  said  to  have  been  signally  disproved. 

Much  of  this  comment  comes  from  confusing 
capital  with  credit.  Actual  capital  consists  of  con- 
crete things;  it  is  in  tangible  property,  to  wit: 
lands,  buildings,  machinery,  facilities,  materials; 
goods  ready  for  consumption  and  the  equipment 
and  resources  by  which  goods  are  produced  or 
wants  are  supplied.  Goods  and  materials  have 
gone  up  in  value,  and  so  have  machinery,  ships, 
factories,  mines,  and  other  kinds  of  property  which 


produce  commodities  that  are  scarce  or  in  larger 
demand.  You  cannot  build  a  house,  a  railway,  a 
ship,  a  dock,  a  dam,  an  automobile,  or  equip  a  fac- 
tory, or  print  a  newspaper,  or  make  a  loaf  of  bread, 
as  cheaply  as  you  could  before  the  war.  These 
things  have  become  dear  and  they  typify  the  real 
capital  of  the  world. 

On  tlie  other  hand,  credit  is  purchasing  power, 
based  at  last  upon  these  tangible  resources,  but  is 
not  to  be  confused  with  the  real  capital.  The  latter 
can  only  be  increased  by  the  laborious  processes  of 
production,  but  instruments  of  credit  can  be  quickly 
supplied  where  the  resources  of  a  nation  are  or- 
ganized for  tlie  purpose  as  they  have  been  in  the 
countries  at  war.  The  charge  for  credit,  or  pur- 
chasing power,  has  not  gone  soaring  like  the  charge 
for  ocean  transportation,  because,  within  limits  not 
yet  reached,  credit  can  be  manufactured  over  night. 
Of  course,  the  patriotism  of  the  people,  their  de- 
sire to  support  their  governments  and  willingness 
to  put  their  resources,  so  far  as  they  can  be  utilized, 
at  the  service  of  the  governments,  is  a  large  factor 
in  this  use  of  credit. 

The  great  note-issuing  banks  upon  the  continent 
of  Europe,  which  are  controlled  by  the  govern- 
ments, have  been  for  years  steadily  building  up  their 
gold  reserves,  and  they  have  been  able  to  do  so  ever 
since  the  war  began  by  appealing  to  their  people  to 
give  up  gold  coin  and  receive  notes  in  exchange. 
These  great  gold  reserves  have  enabled  the  banks 
to  largely  increase  their  grants  of  credit  which  are 
made  eitJier  by  deposit  entries  or  note  issues.  Be- 
sides the  central  banks  there  are  the  other  banks 
with  which  the  general  public  more  largely  does 
business.  There  is  less  information  available  about 
the  unofficial  institutions  on  the  continent  than 
about  the  joint  stock  banks  of  England,  but  the 
latter  apparently  have  not  increased  their  loans  to 
tlie  public  above  what  they  were  before  the  war. 
The  war  business  to  an  important  extent  has 
absorbed  or  taken  the  place  of  peace  business,  so 
that  capital  and  credit  formerly  employed  upon  the 
latter  is  available  for  the  former.  It  is  officially 
stated  that  some  3,000  industrial  establishments  in 
Great  Britain  have  been  taken  under  government 
control  for  the  making  of  war  supplies.  Germany's 
steel  production  in  1915  was  13,187,616  metric  tons, 
which  compares  with  18,187,616  in  1913.  As  the 
steel  production  in  1915  must  have  been  largely  for 
munitions,  it  is  evident  that  the  consumption  of 
steel  for  ordinary  purposes  was  largely  reduced. 

We  do  not  realize  in  time  of  peace  how  large  a 
share  of  the  work  going  on  is  for  construction  and 
betterments.  The  world  when  at  peace  was  moving 
forward  rapidly,  adopting  new  ideas,  discarding  old 
equipment,  pulling  down,  rebuilding  and  making 
over  its  plant.  This  work  has  been  largely  cur- 
tailed not  only  in  the  warring  countries,  but  else- 
where, and  war  work,  financed  by  the  governments, 
has  taken  its  place. 

The  earnmgs  of  the  people  are  larger  than  in 
times  of  peace.  A  larger  proportion  of  the  people 
are  employed.  The  annual  reports  of  tlie  banking 
institutions  of  England,  published  since  January 
1st,  show  that  a  large  proportion  of  their  clerical 


staff  has  joined  the  army,  and  that  tlieir 
have  been  filled  with  women;  doubtless  this 
of  other  business  houses,  and  even  in  many 
industries  women  have  taken  the  place  of  m 
recent  official  statement  shows  that  195,000  ^ 
are  working  in  the  munition  factories, 
banks,  and  probably  other  employers  as  wel 
their  enlisted  employes  on  the  payroll  and  m 
to  them  the  difference  between  the  army  p; 
their  old  pay ;  wages  are  generally  higher,  \ 
bonuses  and  allowances  are  paid  and  prof 
larger.  The  London  Statist  estimates  th 
yearly  income  of  the  British  people,  by  wl 
meant  the  sum  of  individual  incomes,  is  now 
rate  of  $15,000,000,000  per  annum  instead  o 
000,000,000  as  before  the  war.  If  every  bod 
come  and  expenditures  were  raised  uniforn 
savings  would  be  no  greater,  but  this  is  neve 
and  although  war  expenditures  are  not  rep 
tive,  much  of  the  flow  is  caught  up  and  use 
and  over,  so  that  from  the  expenditure  of 
loan  something  is  saved  which  comes  back 
next  one. 

An  important  resource  for  all  the  countri 
much  greater  in  the  case  of  Great  Britain  tli 
others,  has  been  the  holdings  of  American 
ties.  A  recent  number  of  3ie  London  Time 
tains  a  synopsis  of  an  official  report  made 
stockholders  of  the  Prudential  Insurance  Co 
of  London  at  the  annual  meeting  recently, 
throws  an  interesting  light  on  the  process  o 
verting  these  securities  into  war  bonds.  The 
says : 

SIX  OMNIBUS  LOADS  OF  BONDS 

Speaking  at  the  annual  meeting  yesterday  of  tl 
dential  Assurance  Company  (a  full  report  of  whi 
be  found  in  our  financial  columns),  Mr.  Thomas  C. 
the  chairman,  said  that  they  offered  last  simimer, 
nection  with  the  American  Exchange,  to  place  a 
Am.erican  securities  at  the  disposal  of  the  Govemmt 
the  bonds,  when  sent  to  The  Bank  of  England,  m 
six  motor-omnibus  loads.  The  company  had  detacl 
coupon  sheets  from  the  bonds  in  order  to  facilitat 
ing,  and  the  adhesive  paper  used  to  reaffix  the  < 
when  the  bonds  were  sent  to  The  Bank  of  Englan 
sured  well  over  eight  miles.  More  than  44,000  bo 
a  nominal  value  of  over  £8,750,000  were  dealt  wit 
staff  of  100  within  48  hours.  When  all  was  finish 
Bank  of  England  found  everything  in  order  except 
single  coupon  of  the  value  of  only  a  few  shillings 
some  unexplained  manner  vanished.  Sir  Williar 
caster,  the  deputy-chairman,  added  later  that  the 
guarded  by  a  squad  of  soldiers,  were  taken  to  a  pa 
ship,  the  destination  of  which  was  kept  secret,  and 
safely  in  New  York. 

The  British  fiscal  year  ends  March  31st,  a 
that  date,  a  month  ago,  the  total  British  d^ 
stated  by  the  Chancellor  of  the  Excheque 
£2,140,000,000,  or  about  $10,720,000,000.  He 
the  pre-war  debt  as  £651,000,000,  or  about  $: 
000,000.  The  increase,  therefore,  has  been 
$7,465,000,000.  How  have  these  stupendou 
rowings  been  placed?  Sir  George  Paish  ha: 
mated  that  up  to  March  31st  about  $2,4O0,0( 
of  foreign  securities,  including  short-time 
had  been  sold.  The  London  Bankers'  Magaz 
its  annual  review  of  banking  for  1915  gave  t 
crease  of  British  government  securities  in  the 
of  the  United  Kingdom  during  the  year  at  $1 


0  and  it  may  be  that  this  does  not  include 
ivy  bills.  The  sum  of  $250,000,000  has  been 
y  borrowed  in  the  United  States,  being  one- 
:  the  500  million  Anglo-French  loan. 

se  sums  bring  the  amount  otherwise  to  be  pro- 
down  to  about  $3,650,000,000.  There  were 
subscriptions  from  the  colonies  and  other 
ies,  but  these  have  been  more  than  offset  by 
d  and  allied  loans  on  the  I.ondon  market.  The 
ider  would  have  to  be  made  up  from  current 

1  and  by  shifting  capital  that  had  been  em- 
in  industry  and  trade  but  has  been  released 

I  government's  huge  disbursements.  The 
lies  that  are  undoubtedly  practiced  by  a  part 

population  have  been  of  help  to  this  end, 
was  estimated  before  the  war  that  the 
t  savings  of  the  British  people  were  approxi- 
$2,000,000,000  per  year.  These  figures 
:e  that  there  would  be  ample  funds  in  the 
[  Kingdom  to  cover  the  loans  raised  in  twenty 
s. 

des  these  loans  there  have  been  new  taxes 
ting  probably  to  $800,000,000.  There  were 
ibscriptions  in  important  amounts  to  French 
Lissian  loans,  and  some  domestic  and  colonial 
»ns    that   were   approved   by   the   Treasury. 

however,  were  not  enough  to  alter  the  con- 
i  that  the  amount  of  capital  required  would  be 
d  about  as  indicated  above, 
rings  of  new  securities  for  other  than  gov- 
ital  purposes  have  been  practically  suspended 
^here  but  in  the  United  States,  and  here  they 
)een  restricted  mainly  to  refunding  opera- 

When  under  these  conditions  governments 
^ing  five  and  six  per  cent,  for  money,  it  will 
I  to  say  that  interest  rates  have  not  risen, 
rates,  of  course,  are  low  because  the  pro- 
of new  credit  has  filled  the  banks  with  funds 
they  cannot  employ  in  long-time  securities, 
t  anxious  to  have  earn  something  from  day 

ce  in  tlie  iJnitecl  Stateg. 

le  United  States  the  bond  market  is  slightly 
than  in  the  early  months  of  1915,  but  not 
Lip  to  the  level  of  December,  1913.  This 
gr,  does  not  signify  that  the  market  has  not 
ifluenced  by  the  outpouring  of  government 
ies  in  Europe.  The  government  issues 
have  had  the  anticipated  effect  of  driving 
United  States  securities,  and  this  has  been  a 
sing  influence  upon  prices  here.  That  they 
not  declined  since  the  war  began  is  due 
t  fact  that  an  important  decline  had 
^  occurred,  that  comparatively  few  new 
ies  have  been  issued  in  this  market,  and 
our  huge  trade  balance  and  domestic 
rity  have  been  powerful  supporting  in- 
ts.^  With  all  other  conditions  the  same  and 
irings  from  Europe,  this  market  would  have 
:ed  rapidly.  The  two  elements  of  uncertainty 
have  been  cleared  up  during  the  past  year 
leen  the  degree  of  rapidity  at  which  foreign 
5  would  wish  to  sell  our  securities,  and  the 
of  rapidity  with  which  we  would  recover 


prosperity  in  the  United  States.  These  were  specu- 
lative questions  in  the  first  months  of  1915,  and 
both  have  been  agreeably  answered.  Since  the  first 
alarm  was  sounded  we  have  been  protected  from 
the  full  influence  of  the  foreign  issues  by  the  re- 
luctance abroad  to  part  with  our  securities. 

Although  the  various  classes  of  investments  are 
more  or  less  influenced  by  each  other,  each  has  its 
own  patrons  who  would  rather  accept  lower  rates 
than  place  their  money  in  unfamiliar  fields.  This 
is  illustrated  now  by  declining  rates  on  farm  mort- 
gages. Land  sales  have  declined,  due  probably  to 
a  feeling  among  farmers,  as  among  others,  of  con- 
servatism toward  new  undertakings,  and  as  farm 
mortgages  are  usually  incidental  to  changes  of 
ownership,  the  supply  of  mortgages  has  fallen  off. 

Rise  of  Silver. 


Silver  is  quoted  in  New  York  at  this  writing  at 
7Z,  the  highest  price  reached  since  the  Indian 
mints  were  closed  to  free  coinage  in  1893,  if  a  few 
months  in  1906  be  excepted.  At  the  outbreak  of  the 
war  it  was  worth  about  55  cents,  but  under  a  de- 
cline in  the  commercial  demand  and  falling  off  of 
exports  to  Asia  it  went  down  to  about  47  cents  in 
the  early  part  of  1915.  The  gathering  of  gold  coin 
from  circulation  into  the  issue  banks  of  Europe  cre- 
ated a  demand  for  silver  coin  to  take  its  place  in 
common  use,  and  the  payments  to  the  soldiers  and 
increased  amounts  of  change  required  to  pay  the 
workers  in  the  munitions  factories  have  been  fac- 
tors. Great  Britain  coined  28,000,000  ounces  of 
silver  in  1915,  which  is  five  or  six  times  the  normal 
amount.  France,  Italy,  Holland  and  other  countries 
have  purchases  unusual  amounts.  The  revival  of 
trade  in  the  United  States  created  a  new  demand 
for  change  in  this  country,  and  the  mints  resumed 
purchases  in  September  last,  since  when  about 
5,000,000  ounces  have  been  acquired.  The  price 
rose  gradually  to  about  60  cents,  but  has  made  the 
remainder  of  the  rise  in  the  last  ten  days,  probably 
as  the  result  of  governmental  buying  in  London  on 
a  bare  market.  The  movement  to  Asia  is  still  very 
light  and  under  the  circumstances  the  advance  can- 
not be  regarded  with  confidence.  It  seems  to  be 
dependent  upon  the  continuance  of  government  pur- 
chases, and  as  these  are  for  subsidiary  coins  only 
the  amount  that  can  be  absorbed  is  limited. 

The  "Australian  Argus''  of  recent  date  has  the 
following  paragraph  on  the  subject: 

The  Federal  Treasury  is  about  to  embark  on  the  minting 
of  its  own  silver  coins.  The  departure  was  made  neces- 
sary by  the  world-wide  shortage  of  silver.  This,  in  turn, 
is  attributed  to  several  causes,  the  chief  of  which  is  the 
tremendous  increase  in  circulation,  and,  therefore,  in  de- 
mand, which  was  brought  about  by  the  activity  displayed 
in  war  industries.  Recently  the  Commonwealth  Govern- 
ment, finding  the  supply  of  silver  in  Australia  insufficient 
to  meet  the  demand,  applied  to  Great  Britain  for 
£100,000  worth.  But  Great  Britain  had  not  enough  for 
her  own  needs,  and  was  unable  to  grant  Australia's  re- 
quest. The  coins  could  not  be  made  either  at  the  Royal 
Mint  or  at  Birmingham.  The  Commonwealth  Treasury 
then  asked  the  Imperial  authorities  if  they  would  send  out 
the  dies,  and  so  enable  Australia  to  mint  her  own  silver 
coins  of  the  various  denominations.  This  request  was 
agreed  to,  and  the  dies  are  now  on  the  water.  The  per- 
manent head  of  the  Treasury  (Mr.  Allen)  expects  to  be 
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able  to  go  straight  ahead  with  the  minting  of  approximately 
£500,000  worth  of  silver  coins. 

Monetary  Condlitiona. 

The  money  market  continues  in  a  rut  and  bankers 
have  given  over  the  expectation  of  any  material 
change  before  the  fall  season  comes.  Apparently 
the  interior  is  supplied  with  all  the  cash  it  will  need 
until  then  and  the  disbursements  on  foreign  account 
together  with  the  unusual  profits  that  have  been 
realized  seem  to  have  enabled  the  industries 
to  finance  them.selves  without  the  borrowing  that 
would  be  naturally  expected  in  a  time  of  such  ac- 
tivity. 

Stock  and  Bonj  Market  for  April. 

The  general  tendency  of  bond  prices  during  the 
month  has  been  slightly  downward.  This  tendency 
has  been  more  noticeable  in  railroad  bonds  than  in 
public  utility  and  industrial  issues.  The  average 
price  of  forty  active  listed  bonds,  as  compiled  by 
the  Wall  Street  Journal,  declined  from  94.51  March 
26  to  93.97  April  26.  The  decline  in  ten  "legal"  rail- 
road issues  was  .70,  while  ten  industrials  declined 
.22,  and  ten  public  utilities  .12.  The  decline  in  rail- 
road bonds  is  not  the  result  of  any  impairment  to 
the  railroad  situation,  as  earnings  still  continue  sat- 
isfactory and  show  an  improvement  over  last  year. 
Daily  transactions  on  the  Stock  Exchange  have 
been  in  fairly  large  volume,  averaging  $3,350,000 
to  the  close  of  business  April  26,  compared  with 
$3,023,000  in  March  and  $3,818,000  in  February. 
Total  sales  for  the  month  should  amount  to  about 


$80,000,000,  which  compares  with  $110,00C 
April,  1915.  Increased  activity  in  the  bond 
l)egan  around  April  1,  1915,  after  the  e: 
period  of  dullness.  Anglo-French  5s  and  tl 
Canadian  Government  bonds  continue  the  n 
tive  issues  on  the  Exchange.  Erie  Railros 
Convertible  4s  and  International  Mercantile 
4>^s  are  also  active. 

The  most  important  bond  item  during  the 
of  April  was  the  sale  of  $55,000,000  Cc 
Stock  by  the  City  of  New  York.  The  lor 
$40,000,000  stock,  due  April  1,  1966,  was  sol 
average  price  of  102.618,  a  basis  of  4.13^ 
$15,000,000  serial  stock,  due  from  April  1,  ] 
April  1,  1931,  was  sold  at  an  average  p 
101.432,  a  basis  of  about  4.03%.  These  pr 
fleet  the  continued  demand  for  high  grade 
pals  that  are  free  of  the  Federal  Income  T 
the  last  previous  sale  by  the  City,  which  o 
in  1915,  $46,000,000  long  term  stock  sold  on 
of  4.43%,  and  $25,000,000  serial  stock  on 
of  4.297%,. 

The  remaining  $20,000,000  Armour  &  C 
Estate  First  Mortgage  4^%  bonds,  out  of 
thorized  issue  of  $50,000,000,  have  been 
the  company,  and  are  now  being  offered 
public  at  93^.     These  bonds  have  long 
favorite   industrial   issue  with   investors,   ; 
have  a  good  market  on  the  Exchange,  and 
tremely  well  secured  by  property  and  eamir 

Provision  was  made  for  the  payment  c 
000,000  New  York,  New  Haven  &  Hartfor 


STATEMENT  OF  RESOURCES  AND  LIABILITIES  OF  EACH  OF  THE  TWELVE  FEDER. 

RESERVE  BANKS  AT  THE  CLOSE  OF  BUSINESS  APRIL  28,  1916. 

O^n  Thousands  of  Dollars) 


RESOTJRCKS 

Gold  coin  and  certif's.  Set- 
tlement fund.  Cr.  Balances 

Gold  Settlement  Fund 

Gold  Redemption  Fund  . . 

Boston 

6.123 

9,774 

5 

N.Y. 

140.410 

9.689 

250 

Phila. 

9,416 

5,652 

50 

Clev'd 

11.807 

7,716 

23 

Rich'd 

4.865 

8,721 

234 

Atlanta 

6.081 

3,079 

337 

Chicago 

33,545 

7,064 
200 

St.  Louis 

4.686 

5,075 

11 

M'npl's 

3.632 

4,612 

30 

Kas.City 

4.307 

4.336 

71 

Dallas 

3.838 

8.610 

238 

S.Fr'sco 

6.596 

1.093 

10 

Total  gold  reserves.. 

Leeral  tender  notes.  Silver 

certif's  and  Sub.  coin... . 

15,902 
56 

150,349 
4.509 

15,118 
1.862 

19,546 
959 

13.820 
123 

9,497 
211 

40,809 
1.921 

9.772 
870 

8,274 
517 

8.714 
151 

12,682 
811 

6.699 
18 

Total  Reserves 

15.958 

154,858 

16.980 

20.505 

13.946 

9.708 

42.730 

10,642 

8.791 

8.865 

13.493 

6.717 

Bills  discounted.  Members 

Commercial  paper 

Bill  bought  in  open  market 

331 
10.904 

411 

17,747 

581 
7.057 

262 
1.924 

6,309 
480 

3,584 
752 

1.744 
3.153 

541 
1.327 

656 
1.138 

1.667 
986 

4.931 

431 

2,117 

Total 

11.235 

18.158 

7,638 

2.186 

6.789 

4  336 

4.897 

1.868 

1.794 

2.653 

4.931 

2.548 

Investment  U.  S.  Bonds. . . 
One-year  U.S.  Treas.  notes 
Municipal  Warrants 

3,077 

250 

2.466 

2.550 

1.532 

15  49§ 

3,538 

462 

3.319 

4,600 
4.977 

1,295 

456 

60 

2,033 
6 

8,423 
4.528 

2,959 

380 

1.237 

2.273 

350 

1.619 

8.738 

410 

1.010 

2.841 

3.516 
2.218 

Total  Earning  Assets 

Federal  Reserve  Notes,  net 
Due  from  other  F.R.  Banks 
net 

17.028 

37,733 

14.957 

11.763 

8.600 

6  375 

17.848 

6.444 

6.036 

12.809 

7,772 

8.282 

934 

1.877 
62 

9.630 
299 

153 

,       191 
103 

426 

835 
324 

2,892 
78 

1,186 

234 
843 

18.346 

1,635 

1.484 
551 

1.001 

2.706 
294 

1.429 

2.297 
136 

18.689 

1.410 
694 

873 

5,210 

3.555 
278 

All  other  resources 

TOTAL  RESOURCES 

35.859 

202,520 

32.384 

33.853 

25,516 

64,248 

21.087 

23.778 

22.138 

24.040 

I^IABILTTIES 

Capital  Paid  in 

4.950 

2.072 

28,823 

14 

11299 

8.186 

180,448 

2.587 

5.216 

2.815 

24.353 

5.948 

733 

27,172 

3.346 

6.424 

11.545 

4.156 

45 

2.408 
7.054 
8.773 

111 

6,670 

1,493 

56,085 

2.788 
2.630 
15.669 

2.571 
434 

15.684 

S.002 

1.288 

18.733 

1,088 

1,669 

2,689 
5.769 
9.857 
3.607 

236 

8.928 
1.764 
17.869 

481 

Government  Dpposits 

Reserve  Deposits,  ret 

Federal  Reserve  Notes-net 
Federal  Reserve  Bank 

Notes  in  circulation 

Due  to  other  F.  R.  Banks 

net 

All  other  Liabilities 

TOTAL  LIABILITIES  .... 

35,859 

202.520 

32.384 

33.853 

25.516 

18.346 

64,248 

21.087 

18.689 

23,778 

22.138 

24.040 

(a)  Total  Reserve  notes  in  circulation.  163,094.  .  ,      «  ,j  «  »     a  xt  *  j        »*      ^ -.^*    i 

(b)  After  deduction  of  items  in  transit  between  Federal  Reserve  Banks.  14.658.  the  Gold  Reserve  against  Net  deposit  and  note  ] 
Is  69.5%  and  the  cash  reserve  is  72.2«.  Cash  Reserve  against  net  deposit  liabilities  after  setting  aside  40%  Gold  Reserve  at 
liabilities  on  Federal  Reserve  Notes  in  circulation.  72  8%.  ^    ««  .         «.,»oo      *u      ~.  4 m^  lar 

(c)  Maturities  of  bills  discounted  and  loans :  within  10  days,  9,153 :  to  30  days.  15.291 ;  to  60  days,  27.688 ;  other  maturities.  16.5 
69.033. 


!%  notes,  which  mature  May  1st,  by  the  sale 
yndicate  of  New  York  and  Boston  bankers, 
),000,0(X)  1-year  4^^%  notes.  The  balance 
ed  to  pay  off  the  notes  will  be  provided  for 
earnings.  The  ability  of  the  New  Haven 
omplish  its  financing  by  the  sale  of  4%% 
reflects  the  progress  made  in  the  rehabilita- 
f  the  company's  credit.  The  notes  are  se- 
by  valuable  collateral  that  is  important  to  the 
iaven  System. 
tr  large  offerings  during  the  month  include 


discounts  as  there  is  at  the  present  time,  there  is 
nothing  to  be  gained  by  issuing  the  new  form  of 
notes,  and  the  policy  of  issuing  tliem  is  open  to 
question.  Furthermore,  by  converting  the  twos  into 
three  per  cent,  notes  and  bonds  a  start  is  made 
toward  their  final  elimination.  Presumably  the 
Treasury  will  take  up  the 'three  per  cent,  notes  as 
soon  as  it  has  the  funds  to  spare,  and  the  three  per 
cent,  bonds  can  be  sold  in  moderate  amounts  to  the 
public. 

It  is  evident  tliat  the  two  per  cent,  bonds  pur- 
),000  Sulzberger  &  Sons  Co.  First  Mortgage  |  chased  by  the  Reserve  banks  practically  all  came 
1^,000,000  Empire  Gas  &  Fuel  Co.  6s,  and  !  from  the  national  banks,  and  had  been  in  use  as  the 
},000  Northern  State  Power  Co.  First  and  j  basis  of  circulation.  The  full  amount  of  national 
iing  Mortgage  5s.  |  bank  circulation  w^hich  may  be  retired  in  one  month 

k  prices  declined  sharply  in  the  latter  part  of  I  under  the  law  is  $9,000,000,  and  applications  to 
nth.  The  break  was  more  pronounced  in  in-  j  cover  this  amount  in  April  were  filed  on  the  first 
Is  than  in  the  railroads.  The  average  price  |  day  of  the  month.  The  full  amount  was  also 
nty  railroad  stocks  fell  to  99.11  on  April  22,  covered  in  March  and  February, 
red  with  103.73  March  15,  and  12  industrials  j  The  circulation  of  all  national  banks  on  March 
.92  compared  with  125.29.  These  declines  1 7th,  as  reported  by  themselves  under  the  call  of 
irgely  the  result  of  pending  negotiations  with  j  March  7,  was  $695,000,000,  which  was  $17,000,000 
I  governments.  'lower  than  on  December  31,  1915.    These  are  net 

figures,    after    deducting    the    amount    of    lawful 

i  money  paid  into  the  Treasury  for  the  retirement  of 

tion  was  made  in  this  publication  last  month  circulation.     The  public  debt  statement  for  April 


Reserve  Bank  Notes. 


icism  directed  at  certain  of  the  Federal  Re 
Danks  for  exercising  their  right  under  the 

1  Reserve  Act  to  issue  currency  upon  hold- 
F  two  per  cent,  government  bonds.  These 
are  upon  precisely  the  same  terms  as  the 
of  national  banks,  but  the  action  has  been 
isly  criticised  as  tending  to  inflation,  the 
/■  already  having  a  plethora  of  money, 
policy  is  defended  by  an  able  official  of  one 
Reserve  banks  on  the  ground  that  to  buy 

nd  not  use  the  circulation  privilege,  or  to 
t  the  twos  into  threes  and  retain  the  latter, 

2  effect  of  invading  the  bank's  rediscoimt 
y,  which  is  an  unwise  thing  to  do.  He  also 
:s  that  it  is  good  policy  to  familiarize  the 
with  this  new  form  of  currency  in  normal 
when  no  disturbing  question  will  be  raised 
hem.  He  is  of  the  opinion  that  the  Reserve 
jhould  only  purchase  twos  to  the  extent  they 
uired  under  the  law  to  do  so. 

carrying  of  bonds  without  circulation  issues 
tionably  impairs  to  that  extent  the  capacity 
eserve  bank  to  take  rediscounts.  Moreover, 
of  these  bank  notes  may  be  used  to  acquire 
^hich  clearly  would  not  weaken  the  bank  or 
e  inflation.  However,  it  seems  that  with 
e  demand  upon  the  Reserve  banks  for  re- 


1st  showed  that  the  Treasury  had  assumed  the  re- 
demption of  $46,532,583  of  outstanding  bank  notes. 
Discount  Rates. 


Discount  rates  of  each  Federal  Reserve  Bank 
in  effect  April  29,  1916. 

MATURITIES 

Agricultural 

and  live-stock 

paper  over  90 

days. 

Trade  accept- 
ances. 

h«^ 

10 
days 
and 
less. 

over 10 
days to 
30  days, 
inclus- 
ive. 

over  30 
to  60 
days, 

inclus- 
ive. 

over  60 
to  90 
days, 
inclus- 
ive. 

To 

60 
days, 

in- 
clu- 
sive. 

d)  cj  3 

h 

Boston 

New  York.... 
Philadelphia. 
Cleveland.... 
Richmond.... 

S 
3 

4 
4 
4 
4 
4 

4 
4 
4 
4 

4 
4 

4 

4 

4 

4^ 

4 

4 

5 

5 
5 
5 

3 

3 
3 

C3I-4 

D3  ■ 

3 'A 
VA 
3 

3 

ZA 
3 

2A 
VA 
VA 

C3|.4 

D3^ 

ZA 
ZA 
2A 
2A 

A  3^ 
A3' 
A3} 

Atlanta 



Atlanta 

Hew  Orleans  br 

Chicago 

St.  Louis 

Minneapolis  . 

3^ 
3 

4 

4 
4 

A% 
4 

4 
4 
4 

4M 

4 

4 

4^ 
4 

i% 
i% 

4 
i'A 

5 
5 
5 
5 

4% 

"3" 
3 

Kansas  City.. 
Dallas 

4 

3 
B? 

SanFrancisco 

3 

E 

A  Rate  for  commodity  paper  maturing  within  90  days. 

B  Rate  for  bills  of  exchange  in  open  market  operations;  Atlanta  ^A 
—5A ;  paper  bought,  Dallas  3  —  5. 

C  Rate  for  trade  acceptarifces  bought  in  open  market,  without  mem- 
ber bank  indorsement. 

D  A  rate  of  2  to  4  per  cent  for  bills  with  or  without  member  bank 
indorsement  was  authorized  on  Dec.  21, 1915. 

E  Rate  for  commodity  paper  maturing  within  30  days,  3A  per  cent: 
over  30  to  60  days,  4  per  cent;  over  60  to  90  days,  4%  per  cent;  over  90 
days,  5  percent. 


THE  NATIONAL  CITY  BANK  OF  NEW  YORK. 


1812 


1»1« 


U.  S.  SECURITIES 
GOVERNMENT  FINAN 
ECONOMIC 
AND  FINANCIAL 
CONDITIONS 


TTtie  Business  Situation. 

THE  business  situation  has  changed 
but  little  in  the  last  month,  and  con- 
fidence in  the  future  has  not  weak- 
ened. Bank  clearings  in  manufac- 
turing districts  of  the  east  are  forty 
to  sixty  per  cent,  higher  than  a  year  ago,  and  in 
the  cities  more  directly  related  to  the  agricultu- 
ral interest  twenty  to  forty  per  cent.  Railway 
traffic  could  hardly  be  heavier  with  present  facili- 
ties. The  congestion  is  reduced  to  an  extent  that 
permits  of  a  fairly  expeditious  movement  of  con- 
signments, but  there  is  still  much  unloaded 
freight  at  the  terminals  and  a  shortage  of  cars. 

The  fundamental  conditions,  which  include 
full  employment  of  the  people,  and  an  enormous 
production  of  commodities  from  original  sources, 
were  never  better.  Agricultural  products  and 
mineral  products  never  before  brought  prices  that 
were  so  remunerative  to  the  producers,  and  the 
number  of  people  directly  engaged  in  these  in- 
dustries is  very  large.  The  lumber  industry  is 
also  prosperous,  although  not  to  the  extraordi- 
nary degree  enjoyed  by  agriculture  and  mining. 
Manufacturing  in  practically  all  lines  is  working 
up  to  the  limit  of  the  available  labor  supply. 
Judge  Gary,  of  the  United  States  Steel  Corpora- 
tion, last  week  described  conditions  in  the  steel 
industry  by  saying  that  the  orders  being  booked 
still  more  than  covered  the  current  production, 
and  that  business  for  fully  a  year  ahead  was  in 
sight. 

Building  operations  on  a  large  scale  are  held 
in  check  by  the  high  cost  of  materials,  but  there 
has  been  enough  work  of  an  emergency  charac- 
ter to  provide  general  employment  in  the  build- 
ing trades,  and  a  large  amount  of  work  is  in  con- 
templation and  will  be  released  by  a  decline  in 
prices. 

There  is  a  calmer,  more  conservative  tone  in 
all  quarters,  without  any  real  let-up  of  activity. 
The  labor  troubles  of  May  1st  have  been  adjust- 
ed for  the  most  part,  wage  advances  being  nu- 
merous. In  the  machine-building  trades,  at 
Pittsburg  and  through  the  Ohio  valley,  there  has 
been  a  serious  controversy  over  the  eight  hour 
day,  which  the  manufacturers  vigorously  op- 
posed as  unnecessarily  restricting  the  output 
when   an   unusual   volume  .  of   business   was   in 


New  York  June, 

I  sight.     They  appear  to  have  defeated  th< 
ment. 

It  is  evident  that  the  whole  country  i 
business  with  a  full  appreciation  of  the  f 
conditions  are  extraordinary  and  sub 
change,  and  yet  with  a  large  degree  o 
dence  in  the  future.  There  has  been  over 
prompted  by  rising  prices  and  fear  of  i 
to  get  goods  later,  and  this  in  some 
explains  the  unprecedented  demand.  S 
these  purchases  have  come  back  upon  t 
ket,  and  more  may  do  so  as  the  time  to  i 
liveries  approaches,  but  the  consumptioi 
staple  articles  of  comfort  is  on  a  seal 
j  equalled  before.  In  lines  in  which  pre 
I  is  being  increased  to  take  the  place  of 
I  supplies,  prices  are  tending  downward, 
some  lines  in  which  high  prices  have  rul( 
the  public  market  regular  customers  ar 
served  at  but  little  above  normal  figures. 

There  is  general  recognition  of  the  pr 
ty  that  a  readjustment  of  prices  will  ha\ 
made  at  a  lower  level  after  the  war  is  o"v 
nobody  intends  to  enter  that  period  witi 
stocks  if  he  can  help  it.  If  stocks  are  m 
it  is  believed  that  the  readjustment  will 
hard  to  make,  for  nobody  expects  prices 
below  the  pre-war  level,  or  even  quite  to  : 
stocks  of  staple  goods  are  low  all  over  th( 
and  there  can  be  no  long-sustained  cess; 
buying.  In  this  country  it  is  evident  that 
amount  of  construction  work  is  being 
by  the  high  prices.  The  railways  are  still 
ing  as  little  as  possible,  for  either  equipi 
development,  owing  to  the  scarcity  of  lal 
high  price  of  steel,  but  they  are  assured  ( 
earnings  for  a  considerable  period,  am 
eventually  disburse  large  sums  to  make  g 
wear  and  tear  of  this  heavy  traffic  and  to 
their  facilities  to  meet  the  growing  requir 

The  crop  season  has  been  a  little  ba< 
but  the  soil  has  taken  in  a  good  amount  c 
ture,  which  is  the  most  important  fact< 
crop.    The  acreage  of  wheat  is  reduced, 
country  has  carried  over  large  stocks,  an 
the  trade  thinks  of  the  prospects  for  the 
supply  may  be  judged  by  the  fact  that  tl: 
is  30  cents  a  bushel  below  what  it  was  in 
ter  part  of  January.     The  corn  acreage 
large,    and    there    is    an    evident    determ 


iiUrlv  will  receive  it  without  charee  upon  appi 


farmers  to  get  back  to  more  cattle  and 
1  the  farms.  Unfortunately,  the  stock  of 
5  steadily  dwindling,  as  the  large  ranches 
ken  up.  The  cotton  acreage  is  eight  or 
cent,  higher  than  last  year  and  the  plant 
ted  doing  very  well. 

rnment  revenues  are  increasing  and  from 
taxes  are  exceeding  all  records.  The  in- 
.X  collected  in  this  fiscal  year  is  expected 
1  $110,000,000,  as  against  $80,000,000  last 
Reports  from  Washington  indicate  that 
iferences  among  congressional  leaders 
suited  in  an  understanding  on  the  new 
s  to  be  required,,  probably  $150,000,000 
Lim,  will  be  provided  by  super  taxes  upon 
,  taxes  upon  inheritances  and  taxes  upon 
ns. 

gey  Market. 

eduction  of  bank  reserves  in  New  York, 
as  been  going  on  steadily  since  the  latter 
[anuary,  has  about  reached  the  point  where 
have  some  influence  upon  interest  rates. 

Clearing  House  statement  shows  the  sur- 
vn  to  $67,733,000,  which  compares  with 
•,700  on  January  29th.  This  reduction  is  due 
mall  degree  to  loan  expansion.  Loans  have 
1  in  the  four  months  by  $118,000,000,  and 
>onding  increase  of  deposits  without  change 
^serves  would  have  reduced  the  surplus  by 
!1,000,000.  The  change  has  been  effected  in 
n  by  a  loss  of  reserve  cash,  which  has 
om  $523,753,000  on  January  29th,  to  $422,- 
on  May  27th.  A  large  part  of  this  went 
Preasury,  the  payments  of  the  Clearing 
o  the  sub-treasury  on  balance  from  Feb- 
t  to  May  29th  aggregating  $74,331,325.88. 
ave  been  some  exports  of  gold  from  New 

the  West  Indies  and  South  America,  and 
gregation  of  gold  for  account  of  foreign 

institutions.  The  movement  to  the  in- 
s  absorbed  the  remainder,  and  enough  more 

the  importations  from  Canada, 
mts  into  the  sub-treasury  during  the  month 
will  be  unusually  heavy  on  account  of  the 
tax,  and  as  most  of  the  banks  are  now 
3se  to  the  18  per  cent,  reserve  limit,  it  may 
:ted  that  the  price  of  money  in  this  market 
;ngthen.  There  were  pronounced  symp- 
this  last  week. 

noney,  however,  has  not  gone  out  of  this 
or  been  permanently  absorbed.  After  July 
government  revenues  will  fall  off  and  ex- 
es will  be  greater  than  income,  and  while 
ments  are  not  made  in  New  York  to  the 
tent  as  collections,  when  made  in  any  part 
:ountry  they  will  affect  the  general  situa- 

iterior  is  in  a  state  of  great  financial  ease, 
n  the  interior  reserve  centers  have  been 
ipon  but  slightly  by  country  banks  for  the 
ctivities.  While  nobody  expects  anything 
t  money  this  year,  the  opinion  strengthens 
:s  will  be  higher. 


Foreign  Tracie  and  ExcLange. 


For  the  four  months  of  this  calendar  year  end- 
ing with  April,  the  exports  of  the  United  States 
exceeded  imports  by  the  sum  of  $738,607,394. 
This  rate,  if  maintained  throughout  the  year,  would 
give  an  excess  in  1916  about  $500,000,000  greater 
than  that  of  1915,  and  the  question  of  how  settle- 
ment for  this  vast  accruing  balance  is  to  be  made 
remains  as  interesting  as  ever.  The  expenditures  of 
American  tourists  in  Europe  are  no  greater  than  last 
year,  and  the  payments  by  this  country  on  account  of 
dividends  and  interest  are  considerably  smaller  than 
last  year,  for  not  only  have  many  American  se- 
curities been  returned  to  this  country,  but  there  are 
important  offsets  of  the  same  kind,  as  a  result  of 
tlie  foreign  loans  made  here  during  the  last  year. 

London  and  Paris  exchange  has  remained  fairly 
steady  during  the  past  month,  but  the  transfer  of 
gold  from  the  British  store  in  Canada  has  been  re- 
sumed, and  during  the  month  amounted  to  $23,- 
200,000. 

It  has  always  been  supposed  that,  if  the  situation 
required  such  action,  tlie  British  government  would 
resort  to  taxation  as  a  means  of  compelling  British 
investors  to  dispose  of  their  holdings  of  American 
securities,  and  this  step  has  now  been  taken.  No- 
tice has  been  given  that  a  special  tax  of  two  shil- 
lings to  the  pound  sterling  will  be  levied  upon  all 
income  from  foreign  securities  which  the  govern- 
ment has  offered  to  purchase,  which  amounts  to  an 
extra  tax  of  ten  per  cent.  It  is  assumed  from 
this  action  tliat  the  offerings  to  the  government, 
which  came  first  from  corporations  and  other  large 
holders,  have  fallen  off  of  late,  and  that  the  Treas- 
ury believes  important  amounts  are  still  held  in 
the  country.  Although  the  Treasury  has  been  mak- 
ing sales  from  time  to  time  in  the  New  York  mar- 
ket, it  is  not  believed  to  have  anywhere  near  ex- 
hausted its  acquisitions,  and  the  new  announcement 
probably  does  not  foreshadow  unusual  offerings 
here.  The  securities  are  wanted  as  a  sure  means 
of  creating  offsets  in  New  York  against  the  enor- 
mous purchases  which  the  Allies  are  making,  and 
they  will  be  sold  or  used  as  collateral  here,  as 
credits  are  required.  Meanwhile  the  current  pro- 
duction of  gold  in  British  territory  is  about  $20,- 
000,000  per  month,  and  this  also  is  available  for 
the  same  use.  The  holdings  of  the  Bank  of 
England  are  larger  than  a  year  ago,  and  this  is 
true  of  th    Bank  of  France  also. 

The  British  government  has  modified  the  terms 
of  its  offer  to  borrow  American  securities,  so  that 
in  the  event  it  becomes  necessary  to  sell  them  the 
depositors  will  have  the  privilege  of  purchasing 
them. 

The  French  government  has  followed  the  policy 
of  the  British  government  in  mobilizing  privately- 
owned  securities  to  be  used  in  creating  foreign 
credits.  Owners  are  invited,  in  the  national  interest 
and  as  patriots,  to  lend  their  securities  to  the  gov- 
ernment for  one  year  with  an  option  to  the  govern- 
ment to  retain  them  from  year  to  year  to  the  end 
of  the  third  year.  Negotiable  certificates  will  be 
given  in  exchange,  owners  will  continue  to  receive 
interest  or  dividends  and  will  be  given    a    bonus 


equal  to  one-quarter  of  such  regular  returns.  Thus 
the  lender  of  a  four  per  cent,  bond  will  receive 
five  per  cent.  The  offer  applies  to  investments  in 
neutral  countries. 

This  action  is  understood  to  be  preliminary  to 
negotiations  for  a  secured  loan  in  the  United  States  ; 
at  present  French  negotiations  here  are  suspended. 

One  of  the  anomalies  of  the  international  situa- 
tion developed  by  the  war  has  been  the  action  of 
the  three  Scandinavian  countries  in  altering  their 
banking  laws  to  relieve  the  central  banks  of  issue 
from  the  requirement  to  buy  gold  at  a  fixed  price. 
This  requirement  is  designed  to  facilitate  gold  im- 
portations, and  it  has  seemed  extraordinary  for  a 
country  in  a  period  of  world  disorder  to  withdraw 
any  such  facilities,  even  though  economists  clearly 
recognize  the  dangers  of  gold  inflation.  It  would 
certainly  be  a  difficult  matter  to  get  the  Congress 
of  the  United  States  to  pass  any  legislation  of  that 
kind. 

A  Christiana  correspondent  of  the  London 
Economist  explains  that  the  legislation  was  passed 
at  the  suggestion  of  the  Scandinavian  banks,  not 
because  these  Banks  do  not  want  more  gold,  but  be- 
cause they  wish  to  procure  the  necessary  amount  at 
the  lowest  possible  price.  "Why,"  says  the  writer, 
"should  the  Bank  of  Norway  pay  the  price  hitherto 
prescribed  by  law  when  it  can  procure  gold  from 
England  or  the  United  States  six  per  cent,  cheap- 
er?" 

This  correspondent  says  that  the  stock  of  gold  in 
the  Bank  of  Norway  on  January  22nd  was  114  mil- 
lion kroner,  and  that  on  April  22nd  it  had  risen  to 
194  million  kroner.  This  accretion  is  due  to  the 
enormous  payments  coming  to  Norway  for  ocean 
freights  and  its  exports  of  fish  and  other  articles. 
He  adds:  "The  Norwegian  kroner  at  the  present 
moment  has  the  proud  position  of  having  the  mone- 
tary values  of  the  entire  globe  under  par  with 
respect  to  its  own  value." 
Tlie  Bond  and  Stock  Market  for  May. 

Bond  prices  during  the  latter  part  of  May  have 
improved  all  along  the  line,  and  contrary  to  the 
tendency  in  recent  months,  railroad  bonds  have 
shown  as  great  an  improvement  as  industrials 
and  public  utilities.  The  advance  is  especially 
noticeable  in  several  second  grade  railroad  bonds. 
This  improvement  has  been  aided  by  record  rail- 
road earnings,  advancing  market  in  railroad 
stocks,  slackening  in  pressure  of  foreign  liquida- 
tion, increased  resources  of  American  investors 
and  a  general  absence  of  undigested  securities. 
The  advance  in  listed  bonds  has  been  accom- 
panied by  larger  sales  on  the  New  York  Stock 
Exchange.  Daily  transactions  have  reached  over 
$5,000,000,  and  have  averaged  for  the  month 
about  $3,876,000,  compared  with  $3,307,000  in 
April,  $3,023,600  in  March  and  $2,571,000  in  May, 
1915.  Total  bond  sales  for  the  year  on  the  Stock 
Exchange  to  the  close  of  business  May  25,  were 
$449,000,000,  against  $398,000,000  in  1915.  The 
proportion  of  State  and  Government  bonds  dealt 
in  this  year  has  been  larger  than  usual,  owing  to 
the  large  sales  in  Anglo-French  5s. 

The  supply  of  new  securities  for  this  year  to 


May  22,  as  figured  by  "The  Annalist" 
issues  for  refunding  purposes,  has  bee 
743,000,  compared  with  $1,053,019,001 
same  period  in  1915.  As  the  investmer 
has  been  much  greater  this  year  than 
probable  that  without  the  ovcrhanginj 
of  foreign  liquidation  and  the  cautiou 
of  American  investors  concerning  econ 
ditions  after  the  war,  the  rise  in  the  pri 
grade  bonds  would  have  been  more  de< 
long  as  the  price  of  credit  remains  at  ci 
rates,  there  is  no  necessity  for  busine 
and  institutions  to  liquidate  their  bond 
Although  business  activity  continues  at 
the  importations  of  gold  furnishing 
basis  of  credit  and  the  reduction  of  tl 
requirements  following  the  adoption  oi 
eral  Reserve  System  have  easily  furnis 
ing  reserves  sufficient  to  take  care  < 
creased  commercial  activity  without  ai 
tible  rise  in  money  rates. 

The  largest  refunding  operations  foi 
$13,973,000  Delaware  &  Hudson  conv 
and  $24,773,000  Missouri  Pacific  Extc 
notes.  The  Delaware  &  Hudson  bonds 
vided  for  several  months  ago,  and  hold 
Missouri  Pacific  notes  have  been  asked 
to  an  extension  for  six  months.  The 
maturities  consist  mostly  of  equipment 
public  utility  and  industrial  issues  w 
already  been  provided  for,  and  in  th 
market  cause  no  anxiety. 

New  financing  during  the  past  montl 
unusually  light,  and  hardly  equal  to  tl 
investment  demand.  An  additional  blc 
000,000  New  York  Connecting  Railroad 
gage  4J/2S  have  been  taken  by  New  Yorl 
The  bonds,  in  addition  to  being  a  first 
on  the  connecting  line  between  the  Per 
and  the  New  Haven,  are  also  guarani 
both  principal  and  interest  by  these  cor 

Greater  interest  is  being  shown  in  f 
curities  than  has  been  usually  the  ca 
American  investors.  While  this  is  a 
sign,  and  will  indirectly  aid  the  ext 
American  trade,  it  is  necessary  that  dis 
used  in  purchasing  only  securities  of  soi 
prises.  The  foreign  fields  offer  many  c 
ties  for  investment,  which  will  graduall 
and  more  appreciated  by  our  people,  bu 
that  such  investments  do  not  fall  into  d 
is  necessary  that  purchasers  exercise  c 
cure  conservative  issues.  These  invesi 
the  part  of  Americans,  together  with  t! 
chase  of  securities  from  Europe  and  k 
to  foreign  countries,  are  going  to  ; 
lessen  our  remittances  in  the  future  fc 
and  dividends  and  will  decidedly  help 
the  invisible,  unfavorable  trade  balance 

The  stock  market  has  been  active  d 
latter  part  of  the  month,  following  a 
dullness  in  the  early  part.  Sales  rea( 
1,000,000  shares  May  19th  for  the  first  1 
March  14th.  The  activity  has  been  i 
nounced  in  the  railroads,  which  are  n 


h  an  unusual  period  of  advancing  gross  in- 

The  operating  expenses,   due  to   higher 

materials  and  increased  wages  are  also 

but  not  enough  to  consume  all  the  increase 

;s.     These  advances  in  expenses  form  an 

t  of  danger  in  the  railroad  situation  as  they 

be  correspondingly  reduced  vi^hen  gross 

es.     The  motor  stocks  have  attracted  a 

mount  of  attention,  owing  to  the  present 

ous  condition  of  the  industry.     Specula- 

erest  in  these  stocks  has  also  been  fostered 

successful  financial  reorganization  of  sev- 

npanies  during  the  last  six  months. 

a-waiian  Bonds. 

ig  the  month  of  May  the  Hawaiian  Govern- 
Id  $1,750,000  Hawaiian  4%  bonds  of  1936- 
ley  were  issued  to  refund  $1,000,000  Ha- 
434%  bonds  of  1910-20  and  $750,000  Ha- 
\y2%  bonds  of  1908-18.  According  to  the 
itement  issued  by  the  Treasury  Department, 
ire,  at  the  present  time,  approximately 
)  various  Hawaiian  bonds  deposited  in 
^on  as  collateral  for  public  moneys  lodged 
itional  banks  throughout  the  country.  A 
lany  of  these  undoubtedly  consist  of  the 
^hich  have  been  called  for  payment.  In  ad- 
here are  undoubtedly  quite  a  few  of  the 
d  4)^'s  held  in  Washington  as  collateral  for 
avings  funds.  As  the  interest  on  the  latter 
eased  on  May  20th  the  owners  should  take 
ite  action  to  substitute  other  acceptable  se- 
for  them. 

avinga  Banks. 

Dostal  savings  bank  act  has  been  amended 
al  details,  the  most  important  of  which  is 
:imum  limit  upon  interest-bearing  accounts, 
sed  to  $1,000.  Permission  is  given  for  the 
of  these  funds  in  banks  not  members  of  the 

Reserve  system  in  case  there  are  no  mem- 
the  locality  willing  to  receive  them  upon  the 
xed  in  the  law.  The  provision  for  security 
ied  to  include,  besides  public  securities  sup- 
by  the  taxing  power,  "other  securities 
:ed  by  act  of  Congress,"  which  was  stated 

floors  of  Congress  to  particularly  mean 
Lortgage  debentures,  under  the  proposed 
•edits  law. 

1  savings  deposits  now  aggregate  about 
,000,  which  is  indeed  a  very  considerable 
at  hardly  fulfills  the  expectations  of  the 
;rs  of  the  system,  who  claimed  that  hun- 
f  millions  would  be  brought  to  light  from 

"Nv  Shipping  Bill. 

new  shipping  bill,  which  has  now  passed 
use  is  quite  different  from  the  one  over 
L  prolonged  contest  occurred  last  year,  but 
no  stronger  appeal  to  the  shipping  inter- 
n  deference  to  the  opposition  to  govern- 
wnership  this  measure  provides  that  the 
tion  which  it  is  proposed  to  form,  and  to 


which  the  government  is  authorized  to  subscribe 
$50,000,000,  shall  be  dissolved  and  its  ships  sold 
within  five  years  from  the  end  of  the  European 
war.  The  government's  investment  is  therefore, 
to  be  temporary,  but  a  permanent  Board  of  Ship- 
ping Commissioners  is  to  be  created,  composed 
of  the  Secretary  of  the  Navy,  the  Secretary  of 
Commerce  and  five  members  appointed  by  the 
President  with  the  advice  and  consent  of  the 
Senate,  the  appointed  members  to  receive  a  sal- 
ary of  $10,000  per  year.  This  Board  is  to  have 
powers  over  common  carriers  by  water  analog- 
ous to  that  exercised  by  the  Inter  State  Com- 
merce Commission  over  the  railroads.  It  will  re- 
view all  agreements  between  carriers  and  have 
authority  to  modify  them  and  to  fix  rates. 

There  can  be  no  dissent  from  the  view  that  the 
United  States  ought  to  have  more  shipping  under 
its  own  flag,  and  it  would  have  been  supplied  long 
ago,  but  for  laws  which  have  made  it  much 
cheaper  to  use  transportation  facilities  under 
other  flags.^  Congress  is  apparently  of  the  opin- 
ion that  this  state  of  affairs  can  be  remedied  by 
more  restrictive  legislation. 

The  government's  investment  of  $50,000,000, 
can  hardly  be  an  important  influence  in  the  situ- 
ation. The  supply  of  tonnage  can  only  be  in- 
creased by  the  construction  of  new  ships,  and  all 
the  shipyards  of  this  country,  now,  have  their 
capacity  sold  out  for  more  than  a  year  ahead. 
The  navy  yards  will  be  fully  occupied  also,  with 
the  construction  program  carried  by  the  pending 
appropriation  bills.  It  is  altogether  probable 
that  before  the  government  can  provide  any  new 
ships  ready  for  use  the  war  will  be  over,  and 
ships  acquired  in  the  meantime  are  very  likely  to 
entail  a  loss. 

In  normal  times  the  business  of  operating  ships 
in  the  carrying  trade  of  the  world  is  highly  com- 
petitive. In  the  nature  of  the  business  it  can  be 
brought  under  the  supervision  of  this  govern- 
ment in  only  limited  degree,  and  American  ships 
must  conform  to  the  competitive  conditions. 
There  are  various  reasons  why  it  is  impracticable 
for  ocean  charges  to  be  given  the  stability  of  rail- 
way rates,  and  the  situation  in  many  respects  is 
so  complicated  as  to  make  regulation  by  rule  very 
difficult.  It  is  urged  that  a  government  board 
will  take  all  of  the  conditions  into  consideration 
and  deal  with  them  in  a  practical  manner,  and 
perhaps  it  will,  but  it  can  hardly  be  expected  that 
government  supervision  will  make  the  shipping 
business  more  inviting  to  investors.  Private 
capital  will  distribute  itself  in  the  various  fields 
according  to  the  view  that  investors  have  of  the 
opportunities  for  profit.  They  have  not  been  at- 
tracted by  the  opportunities  for  profit  in  ocean 
shipping  in  the  past,  and  this  bill  does  not 
simplify  the  problem. 

Sliver. 


The  price  of  silver  is  down  from  the  high  mark 
of  a  month  ago,  New  York  quotations  being  now 
between  68  and  70  cents  per  fine  ounce.  With  any 
assurance  of  permanence  this  price  would  stimu- 


late  silver  mining  and  symptoms  of  new  activity 
are  appearing.  Silver  production  in  recent  years 
in  the  United  States  has  been  mainly  as  a  by-pro- 
duct of  copper  and  lead,  the  Anaconda  copper  mine 
being  the  largest  silver  mine  in  the  country. 

Silver  as  a  standard  money  metal  had  its  first 
serious  backset  when  the  German  empire  was  form- 
ed and  the  independent  monetary  systems  of  the 
German  states  gave  way  to  the  imperial  system, 
with  gold  as  the  standard.  The  old  silver  coins 
were  called  in  and  melted,  and  much  of  the  bullion 
sold.  About  the  same  time,  in  a  revision  of  the 
coinage  laws,  the  silver  dollar  was  dropped  as  a 
standard  coin  of  the  United  States,  leaving  the 
gold  dollar  as  the  sole  unit  of  value.  This  action 
was  of  little  practical  importance  at  the  time,  as 
the  country  was  using  nothing  but  paper  for  money, 
but  with  the  passage  of  the  resumption  act  and 
the  continued  decline  of  silver  it  became  a  matter 
of  great  financial  and  political  importance.  The 
Comstock  Lode  in  Nevada  was  making  its  bo- 
nanza output,  and  the  supply  of  silver  on  the 
markets  of  the  world  was  so  great  that  it  could 
not  be  absorbed  at  the  old  parity  with  gold,  which 
had  been  about  15^  to  1  at  the  mints  of  Europe 
and  16  to  1  in  the  United  States.  In  1873,  Bel- 
gium, France  and  the  Scandinavian  union  sus- 
pended the  coinage  of  silver  as  standard  money, 
and  in  1875  Italy  and  Holland  followed  suit. 

The  resumption  of  specie  payments  was  to  take 
place  in  the  United  States  on  January  1,  1879,  and 
in  1878  the  House  of  Representatives  passed  an  act 
providing  for  the  restoration  of  the  silver  dollar  to 
our  monentary  system,  and  for  its  free  coinage  along 
with  the  gold  coins  at  the  ratio  of  16  to  1.  This 
would  have  given  a  coinage  value  to  silver  on  pri- 
vate account  of  $1.29  per  ounce,  while  the  market 
value  at  the  time  was  about  $1.20  per  ounce.  The 
Senate  amended  the  House  (Bland)  bill  by  provid- 
ing for  the  purchase  by  the  Treasury  of  from 
$2,000,000  to  $4,000,000  worth  of  silver  bullion  per 
month,  for  coinage  into  dollars,  on  government 
account.  This  act,  known  as  the  Bland-Allison 
act,  continued  in  force  until  1890,  by  which  time  the 
market  value  of  silver  bullion  had  fallen  to  96 
cents.  In  1890  the  Sherman  act  was  passed,  in- 
creasing the  silver  purchases  to  4,500,000  ounces 
per  month,  and  under  the  stimulus  of  this  legis- 
lation the  price  rose  to  $1.21  per  ounce,  but  soon 
fell  back  below  the  price  prevailing  when  the  act 
was  passed.  The  average  price  paid  by  the  treasury 
in  1890  was  $1,104  per  ounce;  in  1891,  $0,989  per 
ounce;  in  1892  $0,875  per  ounce,  and  in  1893 
$0,804  per  ounce.  In  June,  1893,  the  mints  of 
India  were  closed  to  the  coinage  of  silver  on  pri- 
vate account,  and  on  the  30th  of  that  month  the 
price  in  New  York  fell  to  the  lowest  figures 
known  up  to  that  time,  $0,664  per  ounce.  A  few 
months  later  Congress  was  convened  in  extra  ses- 
sion by  President  Cleveland  for  the  repeal  of  the 
Sherman  act,  and  the  bill  to  that  effect  became  a 
law  on  November  1,  1893.  Since  the  bullion  ac- 
quired by  that  act  was  exhausted  no  silver  dollars 
have  been  coined. 


The  world's  production  of  silver  was 
tailed  by  the  falling  price,  owing  to  imp 
m  mming  methods  and  metallurgical  proc< 
even  more,  to  its  increased  production  in 
with  other  metals.  The  world's  productic 
was  153,000,000  ounces,  and  it  has  not  be 
as  that  in  any  year  since.  In  1913  it  was 
estimated  at  223,907,000  ounces,  and  alt 
liable  figures  for  1915  are  not  yet  availabl 
opinion  places  the  yield  for  that  year  be 
000,000  ounces. 

The  four  leading  countries  in  1913  wer 
with  70,000,000  ounces,  the  United  St 
67,000,000  ounces,  Canada  with  31,500,0( 
and  Australia,  with  18,000,000  ounces. 
normally  produces  approximately  one-thi 
world's  silver,  and  it  is  probably  yielding  2 
half  its  normal  production  at  this  time.  " 
and  smelters  in  the  northern  part  of  the  cc 
closed,  but  those  in  the  southern  part 
worked  actively. 

The  exports  of  silver  from  the  United 
the  ten  months  ending  with  April  exceede 
ports  by  $20,707,245,  which  compares  wi 
cess  of  $19,096,387  in  the  same  months  of 
year  and  $18,731,765  of  the  fiscal  year  191 

The  immediate  cause  of  the  rapid  ri: 
have  heretofore  explained,  is  the  impei 
mand  from  the  mints  of  Great  Britain,  Fra 
and  Russia  for  bullion  for  their  subsidi; 
The  British  mint  coined  $39,000,000  wort! 
in  1915,  as  compared  with  an  average  c 
the  last  ten  years  of  less  than  $5,(XX),0 
French  mint  which  ordinarily  coins  fron 
000  to  $2,000,000  of  silver  annually  will 
coin  ten  times  as  much.  The  explanatioi 
found  in  the  fact  that  these  countries  are 
conserve  the  use  of  gold  by  holding  it  i 
serves,  and  the  public  takes  more  kindly 
than  to  paper  currency. 

In  addition  to  the  European  demand  thi 
from  India,  which  has  been  light  since 
break  of  the  war,  has  been  increasing 
months.  Large  shipments  have  been  mad( 
from  Chinese  stocks,  but  these  are  now  I 
purchase  has  been  recently  announced  o 
million  Philippine  pesos  to  be  melted  fc 
coinage.  Presumably  these  are  of  the  fir: 
pine  coinage,  which  was  retired  in  1906 
spurt  in  the  price  of  silver  carried  the  bull 
above  the  face  value. 

All  that  can  be  said  about  the  silver 
is  that  it  is  created  by  the  war  cond 
Europe  and  Mexico,  and  cannot  be  coun 
as  permanent.  It  is  improbable  that  ar 
European  countries  will  reinstate  silv 
standard  metal  with  gold;  there  are  t( 
practical  objections  to  the  double  j 
When  the  war  is  over  the  countries  with 
issues  of  paper  currency  will  have  them 
reduced  by  conversion  into  interest 
bonds,  and  will  doubtless  bring  the  n 
paper  back  to  approximately  the  gold  pai 
as  possible. 

The  rise  of  silver  is  beneficial  to  Chin 


md  prices  are  in  silver  currency,  increas- 
purchasing  power  of  the  people,  and  will 
tQ  outside  trade  with  that  country  if  in- 
onditions  are  not  too  unsettled  to  prevent 
iral  effects.  Reports  from  Japan  indicate 
influence  is  already  noticeable, 
in  May  the  exportation  of  silver  from  Mex- 
prohibited  for  a  few  days,  but  this  order 
;ceeded  by  an  export  tax,  the  burden  of 
dls  of  course  upon  the  Mexican  producer. 

3ankfl  Abroad. 

er  foreign  branch  of  this  Bank  was  opened 
ith  at  Santiago,  Cuba,  and  arrangements 
in  completed  for  the  opening  of  others  at 
ISO,  Chile  and  Genoa,  Italy,  at  an  early  day. 
3  are  also  determined  upon  at  Bahia, 
nd  Milan,  Italy. 

nternational  Banking  Corporation,  which  is 
iffiliated  with  the  Bank,  now  has  branches 
on,  Bombay,  Calcutta,  Canton,  Singapore, 
lankow.  Hong  Kong,  Pekin,  Shanghai, 
,  Yokohama,  Kobe,  Manila,  Panama,  Colon 
iellin  (Colombia). 

Vith  Soutb  America. 

:  between  the  United  States  and  South 
L  is  now  showing  a  good  degree  of  ex- 
,  notwithstanding  the  many  difficulties 
ttend  upon  efforts  over  sea  at  this  time, 
g  charges  are  high  and  vessel  room  is 

get  for  bulky  freight  like  lumber  and 
;  sale  of  which  might  be  largely  increased. 

make  a  better  showing  than  exports 
ing,  for  the  eight  months  ending  with 
y,  to  $239,424,555,  compared  with  $138,- 
in  the  corresponding  months  of  1913-14, 
he  war.  Our  exports  for  the  same  eight 
to  all  South  America  were  $112,710,108, 
inst  $89,410,238,  in  the  corresponding 
of  1913-14.  It  should  be  considered  that 
►wing  might  be  a  great  deal  better  if  our 
were  ready  to  take  advantage  of  the  op- 
ties  now  existing.  The  revival  of  trade 
Jnited  States  has  been  so  rapid  and  gen- 
ce  last  fall  that  American  manufacturers 
ien  kept  busy  by  old  customers  and  had 
iducement  to  look  abroad  for  new  ones. 
:e  not  indifferent  to  the  possibilities  of  the 
\merican  market,  and  not  a  few  of  them 
iberately  making  sacrifices  to  maintain 
large  their  acquaintance  there,  confident 
the  long  run  it  will  pay.  Business  condi- 
.1  over  South  America  are  gradually  im- 
■.  Our  cable  from  Buenos  Ayres  received 
st  gives  the  imports  of  that  country  from 
itries  for  three  months,  52,000,000  gold 
md  exports  for  same  months  to  all  coun- 
27,000,000  gold  pesos.  This  is  about  the 
Ltio  maintained  for  the  year  1915.     Brazil 

exported  $257,000,000  worth  of  products 
)orted  $146,000,000.  This  one-sided  trade 
s  that  both  countries  are  paying  foreign 
Iness. 


TLe  Federal  Reserve  System. 


The  Federal  Reserve  Board,  after  cautious  ap- 
proaches, has  finally  determined  to  deal  in  a  con- 
clusive manner  with  the  matter  of  check  collections, 
recognized  from  the  first  as  the  most  difficult 
problem  connected  with  the  inauguration  of  the 
Federal  Reserve  System. 

The  rapidly  increasing  use  of  the  personal  check 
for  payments  at  a  distance  has  been  a  source  of 
perplexity  for  years,  and  bankers  have  pondered 
over  how  to  deal  with  the  abuses  of  the  practice 
without  being  able  to  reach  any  common  ground.  It 
has  been  generally  recognized,  however,  that  the 
system,  or  want  of  system,  under  which  personal 
checks  to  the  amount  of  many  millions  of  dollars 
were  constantly  floating  about  the  country  in  the 
mails,  traveling  by  circuitous  routes,  multiplying 
bank  entries,  inflating  deposits,  and  counting  as 
bank  reserves,  was  not  only  costly  and  inefficient, 
but  a  source  of  weakness  in  the  banking  situation. 
Whatever  may  be  said  in  favor  of  moderate  ex- 
change charges,  and  much  may  be  said  in  justifi- 
cation of  them,  the  workings  of  the  old,  unregu- 
lated, system  were  unsatisfactory,  and  it  was  in- 
evitable that  in  any  attempt  to  give  a  closer  and 
more  effective  organization  to  our  banking  system, 
this  question  of  clearing  checks  and  regulating  ex- 
change charges  would  be  considered. 

The  original  purpose  of  the  authors  of  the  Fed- 
eral Reserve  Act  seems  to  have  been  to  make 
checks  a  circulating  currency,  absolutely  good  at 
par  everywhere,  without  recognizing  that  trans- 
fers of  money  may  be  necessary  for  the  settle- 
ment of  balances.  The  provision  allowing  a 
charge  to  cover  actual  cost  was  prudently  added 
after  the  introduction  of  the  bill. 

The  Federal  Reserve  Board  has  now  taken  action, 
as  authorized,  to  provide  as  complete  a  clearing 
system  as  can  be  devised  under  its  authority.  Each 
Federal  Reserve  Bank  will  receive  at  par  from  its 
member  banks,  checks  drawn  on  all  member  banks, 
whether  in  its  own  or  another  district,  and  also 
checks  on  non-member  banks  where  they  can  be 
collected  at  par.  As  rapidly  as  possible  the  system 
will  be  extended  to  include  non-member  banks.  All 
member  banks  will  be  required  to  remit  for  their 
own  checks  at  par,  but  where  it  is  necessary  for 
them  to  ship  lawful  money  or  Federal  Reserve 
notes,  because  of  inability  to  draw  on  the  Federal 
Reserve  bank  or  furnish  offsets,  this  may  be  done 
and  the  expense  charged  to  the  Federal  Reserve 
bank. 

Checks  remitted  to  a  Federal  Reserve  bank  will 
not  count  as  reserve  or  be  subject  to  check  until 
collected.  Unless  it  is  claimed  that  the  required 
cash  reserves  are  unnecessarily  large  it  must  be 
conceded  that  this  rule  is  a  sound  one.  This  "float" 
if  permitted  to  count  as  reserve,  would  all  come 
out  of  the  cash  of  the  reserve  bank  and  would  seri- 
ously impair  its  strength.  The  reserve  required  to 
be  kept  in  the  reserve  banks  by  the  members  out- 
side of  the  reserve  and  central  reserve  cities  will 
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be  only  five  per  cent,  of  their  deposits  when  the 
law  is  fully  in  effect. 

The  cost  of  the  collection  system  will  be  charged 
back  to  the  members  upon  the  basis  of  volume  of 
business  handled. 

The  new  regulation  will  take  effect  July  15th, 
next. 

Etfect  oi  the  Plan. 

The  regulation  will  put  into  effect  a  simple  and 
direct  clearing  system  between  the  banks  in- 
cluded in  the  Federal  Reserve  System,  and  do 
away  with  exchange  charges  between  these 
banks.  It  also  does  away  with  the  practice  of 
counting  checks  in  the  mails  as  reserve.  It  can- 
not be  questioned  that  these  are  improvements 
in  banking  practice,  but  the  old  practices  have 
been  long  established,  the  banking  business  has 
developed  under  them  and  is  adjusted  to  them, 
and  the  changes  will  seriously  affect  the  earnings 
of  many  of  the  smaller  banks.  It  should  be  said, 
however,  that  a  great  many  banks  of  the  same 
class  as  those  which  object  to  the  regulation,  do 
not  object  to  it,  but  approve  of  it  as  sound  policy. 

The  use  of  the  check  is  established,  it  is  a  con- 
venience appreciated  by  the  public,  and  as  such  a 
most  influential  factor  in  the  development  of  the 
banking  business.  It  is  good  banking  service  to 
facilitate  its  use,  and  for  the  banks  to  co-operate 
with  each  other  in  a  systematic  manner  to  that 
end.  They  have  not  been  able  to  do  so  in  the 
past  and  never  will  be  able  to  do  so  without  hav- 
ing the  terms  regulated  by  some  common  author- 
ity. It  will  hardly  be  questioned  that  reluctance 
to  give  up  the  charge  upon  a  bank's  own  checks 
is  chiefly  due  to  the  fact  that  it  is  a  charge  paid 
by  a  stranger  instead  of  b}:^  a  customer,  and  this 
very  fact  makes  the  practice  subject  to  abuse. 

The  Federal  Reserve  Act  was  designed  for  a 
large  purpose,  to  wit,  to  bring  the  banking  units 
of  the  country  into  an  organization  which  would 
be  capable  of  affording  protection  from  the  pecu- 
liar perils  to  which  the  business  is  naturally  sub- 
ject and  also  enable  them  to  more  effectively 
serve  the  public.  Notwithstanding  differences 
over  details  of  the  system  there  is  almost  univer- 
sal agreement  that  it  has  the  powers  to  accom- 
plish these  main  purposes,  and  this  being  so  the 
situation  calls  for  patient  and  loyal  co-operation 
to  this  end.  It  is  obviously  impossible  to  change 
long-established  methods  in  order  to  bring  about 
such  co-operation  without  some  unwelcome 
effects.  The  banks  in  the  larger  cities,  which 
have  performed  the  functions  of  reserve  agents, 
are  radically  affected  by  the  new  system,  but  they 
have  accepted  it  in  good  faith  and  are  supporting 
it  because  they  believe  it  will  give  a  unity  and 
efficiency  to  the  banking  system  which  it  did  not 
have  in  the  past  and  which  is  of  vital  importance 
to  all  business  interests. 

It  is  of  course,  necessary  that  the  banks  of  every 
class  shall  make  adequate  earnings  upon  their 
capital  and  be  fairly  compensated  for  every  kind 
of  service.  While  the  readjustments  are  going  on 
some  of  them  may  be  unfavorably  affected,  but 


the  volume  of  business  is  growing  constar 
that  in  itself  will  remedy  some  of  the  i 
plained  of.  If  income  is  reduced  from  on 
by  a  rule  which  applies  to  all  banks,  the 
result  will  be  for  all  to  seek  compcnsati 
where,  and  under  such  conditions  they  a 
to  find  it,  even  though  competition  be  sh 
The  Federal  Reserve  System  is  und( 
passing  through  its  critical  period  at  tY 
There  has  been  little  opportunity  to  use 
vices  or  for  it  to  show  its  usefulness,  and 
it  has  been  a  burden  to  the  banks,  and  a  ( 
tor,  in  a  period  of  low  earnings.  This,  Y 
is  too  large  an  enterprise  to  be  judged  ( 
tiently,  or  to  be  acted  upon  from  the  st2 
of  individual  interests.  The  Federal 
System  is  something  to  be  supported, 
modified  and  perfected,  but  without  a  th< 
abandonment.  If  the  bankers  of  the  coun 
not  agree  together  to  do  this,  how  woi 
ever  get  together  to  make  a  new  beginni 

Increased  Eamingg. 


The  total  earning  assets  of  the  Fed( 
serve  banks  on  May  27th  were  $173,801 
against  $30,041,000  on  May  28,  1915,  ai 
398,000  on  December  30,  1915.  It  is  ; 
from  what  the  banks  are  doing  now  thai 
very  moderate  change  in  the  money 
toward  higher  rates  all  of  the  reserve  ba 
be  able  to  earn  and  pay  dividends  up< 
capital. 

On  May  16th  another  payment  of  reser 
the  system  took  effect,  and  reserve  depos 
increased    from    $413,000,000    on    April 
$476,600,000  on  May  27th,  and  total  cash 
from  $323,193,000  to  $359,111,000. 

Farm  Mortgages. 


In  our  May  Bulletin,  referring  to  a  i 
dearth  of  farm  mortgages  on  the  market, 
the  fact  that  comparatively  few  farms  ha 
changing  hands,  the  conclusion  was  dra^ 
farm  mortgages  are  "usually  incidei 
changes  of  ownership."  Possibly  the  fori 
statement  was  too  sweeping,  but  at  any  ra 
drawn  out  an  interesting  letter  from  Mi 
Sherer,  Vice-President  of  the  Northwester 
Company,  of  St.  Paul,  who  writes  us  as  i 

On  reading  the  above  we  were  struck  by  the 
conditions  in  our  locality  did  not  conform  to  th 
statement  you  made  and  in  order  to  confirm  th( 
sion,  we  had  some  statistics  prepared  which  pi 
teresting  to  us.  We  give  them  below,  as  we  think 
also  find  them  of  interest  as  being  indicative  of  c 
in  our  territory.  For  our  purposes  we  examined 
cations  covering  about  $1,000,000  face  amount  of  lo 
by  us  early  this  year  in  Minnesota,  North  and  S 
kota  and  Montana.  The  average  amount  of  each 
approximately  $3,800. 

We  have  divided  the  purposes  for  which  th( 
were  made  into  five  classes  as  follows : 

1.  On  acount  of  change  of  ownership,  15% 
ment  of  farms  recently  purchased  and  4%  for 
of  contracts  made  some  time  previously,  1 
will  see  that  only  about  19%  of  the  loans  w 
on  account  of  change  of  ownership. 


For  improvements.  This  includes  all  loans  made 
improvements  only.  The  loans  made  on  this 
mt  were  17%. 

In  this  division  we  have  placed  the  loans  which 

arisen  through  the  renewal  of  existing  mort- 
j  and  in  addition  thereto  the  needs  of  funds  for 
r  improvements  or  live  stock  or  both.  The  edu- 
lal  campaign  which  has  been  carried  on  among 
•armers  of  this  section  for  some  years  looking 
-d  the  increase  of  live  stock  has  no  doubt  caused 

of  this  demand  for  funds.  This  division  covers 
of  the  total. 

For  outside  investments  a  few  loans  are  made 
he  purpose  of  investing  funds  in  outside  opera- 
From  the  list  we  have  selected  5%  of  the  whole 
nt  for  this  reason. 

Renewals  of  old  loans.  In  our  territory  this  is 
:ason  for  the  making  of  a  large  proportion  of  the 

and  is  shown  by  the  fact  that  43%  were  nego- 

on  this  account.  We  might  say  incidentally  that 
;se  renewals  the  majority  are  made  for  the  same 
nt  as  the  old  loans.  Probably  only  25  or  30% 
;  above  amount  were  for  a  lesser  amount  than  for 
revious  mortgage. 

rge  proportion  of  the  above  loans  were  made  in 
kota  and  Minnesota,  probably  80%  of  the  total. 

to  the  borrower  averaged  from  5^  to  7%,  the 
leing  close  to  6^%  for  funds.     These  were  in 

to  the  investor  at  from  5  to  6%,  an  average  of 
itely  5y2%. 

)ve  analysis  of  approximately  $1,000,000  in  mort- 
believe  to  be  an  average  list,  and  is  fairly  repre- 
of  conditions  throughout  the  Northwest, 
reciate  that  conditions  in  other  sections  are  quite 
and  that  in  the  Central  West  mortgages  are  more 
e  on  account  of  change  of  ownership.  Referring 
^our  comment  quoted  above  we  mif^ht  also  note 
:ations  for  loans  in  this  section  are  in  the  same 
.  usual  and  that  the  apparent  diminished  supply 
y  to  the  increased  amount  of  money  seeking  in- 
through  this  channel. 

Lural  Credits'  Bill,  which  is  the  outcome 
ork  of  the  Congressional  committees  and 
t  commission  upon  the  subject,  passed 
ite  on  May  3rd,  and  passed  the  House  in 
1  form  on  May  15th.  It  is  now  in  con- 
Dver  the  amendments.  The  House  meas- 
ices  the  membership  of  the  government 
Dan  Board  from  five  to  three,  and  the  sal- 
member  from  $10,000  to  $7,500  per  an- 
t  raises  the  required  capital  of  each  of  the 
^arm  Land  Banks  from  $500,000  to  $750,- 
makes  other  alterations  of  detail  in  the 
)lan,  but  the  general  scheme  remains  the 


yooas  Industry. 

vo  great  associations  of  manufacturers  of 
oods  in  the  United  States,  the  "National 
ion "  and  the  "  American  Association," 
d  very  successful  conventions  recently,  the 
at  Boston  and  the  latter  at  Atlanta,  and 
e  evidence  that  the  industry  is  in  a  pros- 
nd  aggressive  state.  It  is  probable  that  not 
ople  know  of  the  remarkable  development 
industry,  particularly  since  1899.  The 
igures  for  the  industry  since  1859  are  as 


Value  of 

Products 

$115,681,774 

177,489,739 

192,090,110 


1889 

905 

66,024,538 

267.981,724 

1899 

1,055 

86,689,752 

339,200,320 

1904 

1,154 

96,205,796 

450,467,704 

1909 

1,324 

132,859,145 

628,391,813 

In  Southern 

In  Northern 

Year 

States 

States 

1859 

324 

4,912 

1869 

328 

6,804 

1879 

561 

10,092 

1889 

1,570 

12,814 

1899 

4,368 

15,104 

1904 

7,631 

16,056 

1909 

10,494 

17,773 

1914 

12,711 

19,396 

1915 

12,956 

19,008 

o.  of  Estab- 
lishments 

Wages 

1,091 
956 
756 

$  23,940,108 
39,044,132 
42,040,510 

The  marked  growth  of  the  industry  in  the  South- 
ern States  is  one  of  the  most  interesting  features 
of  its  development,  and  that  is  shown  by  the  fol- 
lowing table  of  spindles  in  operation  on  Septem- 
ber 1st  of  each  year  in  the  Southern  and  Northern 
States : 

THOUSANDS  OF  SPINDLES  IN  OPERATION 
ON  SEPTEMBER  1st. 

Total  United 

States 

5,236 

7,132 

10,653 

14,384 

19,472 

23,687 

28,267 

32,107 

31,964 

The  wages  per  operative  per  annum,  as  reported 
by  the  Census  Bureau,  are  shown  below : 

No.  of 

Estab- 
lish-      Capital      No.  of  Wage 

Year  ments    Employed  Earners       Wages  Increase 

1899    1,055    $467,240,000  302,861    $86,690,000  $286.24     

1904    1,154     613,111,000  315,874      96,206,000     304.57      6.4% 

1909    1,324     «22,238,000  378,880    132,859,000     350.66    15.1% 

The  tendency  of  increasing  wages  shown  by  the 
preceding  table  has  been  continued  in  the  Southern 
States  by  gradual  increases  as  the  industry  ex- 
panded and  the  Northern  States  by  definite  wage 
increases,  which,  since  1910,  have  been  as  follows : 

A  general  increase  of  10%  in  April,  1912,  and  a 
further  increase  of  5%  in  January,  1916,  and  a 
recent  advance  made  in  May,  1916,  amounting  to 
10%,  so  that  wages  today  in  the  cotton  industry  are 
at  a  higher  point  than  ever  before.  While  in- 
creases in  the  various  localities  differ  slightly  from 
the  percentages  above  mentioned,  these  may  be 
fairly  taken  as  an  average  rate  of  such  increases 
throughout  the  North. 

The  last  ten  years  have  also  shown  a  marked  de- 
crease in  the  hours  of  labor,  both  in  northern  and 
southern  mills,  these  adjustments  of  hours  gener- 
ally taking  place  without  a  reduction  in  the  weekly 
pay  of  operatives. 

Attention  may  be  called  to  the  improvements  in 
cotton  mill  machinery  during  the  last  generation 
which  accompanied  increased  wages  and  reduced 
hours.  Such  changes  have,  with  few  exceptions, 
been  the  improvement  of  existing  processes  of 
manufacture  rather  than  the  introduction  of  new 
processes.  Among  the  most  prominent  of  such 
changes  may  be  noted  the  general  introduction  of 
the  revolving  flat  top  card,  originally  developed  in 
England  but  manufactured  and  installed  in  this 
country,  beginning  in  1886  and  becoming  the 
standard  machine  in  use  between  that  time  and 
1895.  This  improvement  resulted  in  an  increased 
production  in  the  same  manufacturing  space,  to- 
gether with  a  reduction  in  the  amount  of  waste 
made. 
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Another  improvement  was  the  development  in 
this  country  of  the  modern  high-speed  spinning 
spindle.  The  installation  of  this  began  in  the  mills 
about  1880,  and  resulted  in  largely  increased  pro- 
duction and  the  gradual  elimination  of  the  more  ex- 
pensive process  of  mule  spinning. 

The  most  recent  improvement  has  been  the  de- 
velopment in  this  country  and  the  introduction  of 
the  automatic  loom,  occurring  between  the  years 
1895  and  1900.  This  has  materially  decreased  the 
cost  of  production,  at  the  same  time  increasing  the 
wages  of  the  operatives  employed. 

Improved  fire  protection,  new  methods  of  light- 
ing and  modern  appliances  for  safety  and  sanitation 
have  also  marked  the  development  of  cotton  manu- 
facture during  the  last  two  decades,  which  improve- 
ments have  resulted  in  increased  product  to  the 
mill  and  at  the  same  time  marked  improvements 
in  working  conditions  to  the  operatives. 

The  development  has  involved  a  constant  in- 
crease in  the  amount  of  capital  employed.  In  1830 
the  capital  investment  was  $651  per  employe;  in 
1880  it  had  risen  to  $1,207  per  employe;  in  1899  it 
was  $1,545,  and  in  1909  it  was  $2,435. 

The  Britisb  Budget. 

The  British  fiscal  year  ends  March  31st,  and  the 
Budget   submitted  by  the   Chancellor  of   the  Ex- 
chequer to  Parliament  early  in  April  is  of  much 
interest  as  forecasting  the  expenditures  and  reve- 
nues of  the  government  up  to  that  date  in  1917,  and 
showing  his  calculations  as  to  the  public  debt  at 
that  time.    Converting  the  Chancellor's  figures  into 
dollars  at  $5.00  to  the  pound  sterling,  he  states  that 
the  pre-war  debt  was  $3,255,000,000,  the  additions 
to  March  31,  1915,  aggregated  $2,290,000,000,  and 
the  further  additions  to  March  31,   1916,  aggre- 
gated $5,155,000,000.     The  total  debt  at  the  latter 
date  therefore  stood  $10,700,000,000,  but  as  an  off- 
set to  this  the  British  government  had  made  ad- 
vances    to     allies     and     colonies     amounting     to 
$1,800,000,000.     He  estimates  that  if  the  war  con- 
tinues to  March  31,   1917,  the  total  debt  will  be 
$17,000,000,000,  with  advances  to  allies  and  colonies 
of  $4,000,000,000.     The  net  debt  upon  this  calcu- 
lation, will  be  $13,000,000,000,  which  with  interest 
at  five  per  cent,  will  entail  an  annual  charge  of 
$650,000,000.     The  government   expenditures   for 
the   last   full   year   of   peace,    excluding   the   debt 
charge,  were  $865,000,000.     The  realized  revenue 
for  the  year  ended  March  31,  1916,  was  $1,650,- 
000,000,  and  the  Chancellor  proposes  new  taxation 
which  is  expected  to  raise  the  total  revenue  for  the 
year   ending   March   31,    1917,   to   $2,545,000,000. 
This  calculation  includes  $430,000,000  from  the  ex- 
cess profits  tax.  The  ordinary  pre-war  expenditures, 
plus   $650,000,000   interest   and   $100,000,000    for 
pensions,  would  make  a  total  of  $1,615,000,000,  as 
the  total  annual  requirements  of  the  British  gov- 
ernment after  the  war,  provided  the  war  ends  by 
March  31st,  1917.    The  excess  profits  tax  will  na- 
turally disappear  with  the  end  of  the  war,  and  the 
Chancellor  figures  that  it  will  be  possible  to  make 
some  further  reductions  in  the  war  taxes  and  still  1 


provide  for  a  one  per  cent,  sinking  fun* 
would  extinguish  the  entire  debt  in  37  ye« 
however,  upon  the  assumption  that  the  v 
by  March  31,  1917. 

Although  the  taxation  is  enormous,  it  sti 
but  few  necessaries.  The  duty  upon  sugj 
3  1-3  cents  per  pound,  is  the  most  serious 
this  class.  The  duty  upon  tea  is  24  c 
pound,  upon  coffee  10  cents,  chicory  about  t 
cocoa  12  cents.  There  is  a  tax  of  eight  ce 
1,000  matches,  and  a  small  tax  on  drie 
This  is  the  entire  list  of  taxes  upon  nece* 
tides  of  consumption,  including  the  Cha 
latest  proposals,  but  not  including  beer,  sp 
tobacco,  upon  which  heavy  increases  ha 
made.  There  is  also  a  tax  upon  enterta 
ranging  from  1  cent  to  24  cents  for  each  ac 
according  to  the  price  of  admission.  Du 
Boer  war  the  government  resorted  to  a  t 
wheat,  but  it  has  not  done  so  in  this  inst 
upon^  flour  or  meat,  or  fuel,  or  the  mat( 
clothing,^  house-building  or  house-f urnishin 
are  no  direct  taxes  upon  real  estate  except 
purposes. 

This  is  not  much  like  the  taxation  in  '. 
following  the  wars  with  Napoleon,  when 
Smith,  writing  for  the  Edinburgh  Review, 
the  following  famous  paragraph  descrit 
situation : 

"Taxes  upon  every  article  which  enters  into  th 
or  covers  the  back,  or  is  placed  under  the  foot— 12 
everything  which  it  is  pleasant  to  see,  hear,  feel, 
taste — taxes  upon  warmth,  light,  and  locomotion- 
everything  on  earth,  and  the  waters  under  the  ( 
everything  that  comes  from  abroad,  or  is  grown  a 
taxes  on  the  raw  material — taxes  on  every  fresh  \ 
is  added  to  it  by  the  industry  of  man — taxes  on 
which  pampers  mans  appetite,  and  the  drug  that 
him  to  health — on  the  ermine  which  decorates  tl 
and  the  rope  which  hangs  the  criminal — on  the  pc 
salt,  and  the  rich  man's  spice — on  the  brass  nai 
coffin,  and  the  ribands  of  the  bride — at  bed  or  bo 
chant  or  levant,  we  must  pay.  The  schoolboy  \ 
taxed  top — the  beardless  youth  manages  his  tax< 
\yith  a  taxed  bridle  on  a  taxed  road ; — and  the  dy 
lishman,  pouring  his  medicine,  which  has  paid  7  ] 
into  a  spoon  that  has  paid  15  per  cent.. — flinge  him 
upon  his  chintz  bed,  which  has  paid  22  per  cent.- 
pires  in  the  arms  of  an  apothecary  who  has  paid 
of  a  hundred  pounds  for  the  privilege  of  puttini 
death.  His  whole  property  is  then  immediately  ta? 
2  to  10  per  cent.  Besides  the  probate,  large  feej 
manded  for  burying  him  in  the  chancel;  his  vii 
handed  down  to  posterity  on  taxed  marble;  and  h 
gathered  to  his  fathers, — to  be  taxed  no  more." 

The  working  classes  of  England  are  livi 
under  an  enhancement  of  prices  resultin; 
other  causes  that  is  much  more  serious  t 
than  all  the  taxes  they  pay.  Thus  the  Lond( 
nomist  shows  that  the  average  of  all  food 
is  now  about  fifty  per  cent,  above  the  [ 
level.  From  this  situation  there  will  be 
after  the  war  is  over  which  will  make  su( 
taxes  as  have  so  far  been  imposed  seem  co 
tively  light.  In  fact  the  increase  of  livini 
in  the  United  States  on  account  of  the  "w 
been  much  greater  than  that  caused  by  t< 
anywhere. 

After  the  war  the  government  debts  wh 


doubtless  will  be  refunded  at  a  ratio 
11  effect  a  saving  sufficient  to  care  for  the 
und. 


udget  affords  the  basis  for  more  definite 
3ns  than  have  been  made  heretofore  of 
ts  of  the  war  and  war  debts  upon  indus- 
social  conditions,  and  such  calculation 
the  growing  opinion  that  although  the 
•  current  production  is  very  great  the 
icts  will  not  be  so  serious  as  commonly 

er  to  be  poorer  in  capital  at  the  end  of 
than  at  the  beginning,  a  country  must 
t  by  the  destruction  or  deterioration  of 
cal  properties,  by  realizing  upon  invest- 
iroad,  or  the  creation  of  foreign  debts,  or 
eduction  of  its  stock  of  goods  and  sup- 
:  will  not  lose  ground  by  having  grown 
d  consumed  them,  or  by  having  made 
)lies  and  consumed  them,  or  by  having 
lebts  which  are  held  by  its  own  people, 
e  operations  offset  themselves  without 
:  the  position  of  the  country, 
•oductive  equipment  of  even  the  warring 
;  is  not  upon  the  whole  being  greatly  im- 
The  class  of  property  suffering  most  is 
,  and  the  world  is  building  ships  almost 
s  they  are  being  destroyed.  No  doubt 
ids  of  property  are  not  fully  kept  up  at 


this  time,  but  on  the  other  hand  there  is  import- 
ant enlargement  of  capacity  in  some  lines,  notice- 
ably in  the  steel  industry. 

The  enormous  war  expenditures  are  accepted  as 
signifying  a  corresponding  waste  of  capital,  but 
these  expenditures  for  the  most  part  represent 
present  labor  and  production  rather  than  accumu- 
lations. The  manner  in  which  Great  Britain's  ex- 
ports hold  up  show  that  there  must  have  been  a 
very  great  gain  in  the  efficiency  of  the  population. 
Labor-saving  machinery  is  being  used,  women 
have  entered  offices  and  shops,  everybody  is 
working  harder,  and  industry  has  been  speeded 
up  as  never  before.  A  portion  of  the  loss  is  over- 
come in  this  way,  a  portion  is  met  by  reduced 
consumption  brought  about  all  over  the  world  by 
higher  prices,  and  a  still  larger  portion  is  ac- 
counted for  in  the  check  given  to  constructive 
work  all  over  the  world.  The  more  the  situation 
is  studied  the  clearer  it  will  appear  that  the  losses 
are  being  very  widely  distributed  and  to  a  great 
extent  covered  during  the  progress  of  the  war. 

The  loss  of  skilled  workmen  and  the  conse- 
quent disorganization  of  industry  would  seem  to 
be  the  most  serious  of  all  the  consequences,  but 
against  this  must  be  set  the  gains  in  efficiency 
which  are  even  now  taking  place,  under  the 
pressure  of  the  emergency.  An  experience  that 
stirs  and  stimulates  an  entire  people  is  likely  to 
have  far-reaching  influence  upon  their  ambitions 
and  capabilities. 

(Continued  on  page  11) 


rATEMENT  OF  RESOURCES  AND  LIABILITIES  OF  EACH  OF  THE  TWELVE  FEDERAL 
RESERVE  BANKS  AT  THE  CLOSE  OF  BUSINESS  MAY  26,  1916. 
(In  Thousands  of  Dollars) 
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Some  of  the  countries,  notably  Great  Britain, 
are  parting  with  large  holdings  of  American  se- 
curities, which  indicates  a  definite  loss  of  wealth 
unless  there  are  offsets.  But  the  British  govern- 
ment is  lending  largely  to  its  allies  and  colonies, 
and  has  permitted  these  countries  to  also  borrow 
important  sums  from  the  British  public.  Alto- 
gether, according  to  estimates  by  competent 
authorities,  British  sales  of  American  securities, 
will  be  nearly  offset  by  these  new  loans.  If  the 
British  people  have  as  much  property  and  as 
much  income  when  the  war  is  over  as  they  had 
before,  exclusive  of  income  from  their  own  gov- 
ernment debt,  and  have  no  indebtedness  abroad 
not  covered  by  offsets,  they  will  not  have  gone 
back  during  the  war. 

AVar  Indebtedness  and  Taxation. 

There  is  a  vast  amount  of  confused  thinking 
about  the  burden  of  the  indebtedness,  which  in 
all  of  the  warring  countries  is  held  mainly  at 
home.  If  we  were  to  conceive  that  the  value  of 
all  payments  upon  this  indebtedness  had  to  be 
gathered  up  in  the  products  of  the  fields  and 
workshops,  and  burned,  we  would  then  have  the 
idea  that  is  commonly  entertained  about  their  op- 
pressive influence.  But  nothing  of  this  kind  is  to 
occur.  The  payment  of  indebtedness  does  not 
extinguish  the  capital  transferred.  It  only 
changes  ownership,  and  is  as  much  a  factor  in 
the  community,  for  investments,  for  the  employ- 
ment of  labor,  and  for  the  support  of  enterprise 
and  trade,  as  before.  The  losses  of  the  war  do 
not  occur  when  the  debts  are  paid ;  they  occurred 
when  the  original  expenditures  were  made. 

In  the  case  of  Great  Britain,  if  the  people  of 
that  country  have  as  large  an  income  in  the  ag- 
gregate, outside  of  their  holdings  of  the  war 
loans,  as  they  had  before  the  war,  it  is  evident  that 
what  they  receive  as  debt-holders  will  be  new  in- 
come, and  will  offset  their  new  taxation,  leaving 
them  wath  about  the  same  net  income  as  before 
the  war.  It  will  signify  that  the  war  was  carried 
on  out  of  current  income.  The  same  is  true  of 
Germany,  which  is  practically  self  supporting 
during  the  war,  and  has  its  productive  equipment 
intact. 

The  problem  of  placing  the  taxation  is  un- 
doubtedly a  delicate  one,  and  likely  to  be  the  sub- 
ject of  controversy,  but  the  British  Budget  indi- 
cates that  it  will  not  be  oppressive  to  the  masses 
of  the  people.  It  is  likely  to  be  covered  by 
higher  wages,  and  these  may  be  absorbed  and 
lost  sight  of  in  efficiency  gains.  This  would  easily 
be  so  if  wage-earners  were  brought  to  see  the  in- 
timate relationship  between  volume  of  product, 
wages  and  cost  of  living.  If  the  large  class  of 
people  who  are  not  accustomed  to  save  are 
brought  to  make  contributions  to  the  payment  of 


the  indebtedness,  the  effect  will  be  to  a* 

the  accumulation  of  capital,  and  so  mak 

the  failure  to  make  normal  progress  du 

war.    Some  people  will  see  nothing  in  tl 

concentration  of  wealth  in  the  hands  of  1 

holders,  but  the  practical  effect  is  to  enl 

investment  fund,  and  thus  enlarge  the 

!  equipment  and  machinery,  and  so  mult 

j  production  of  the  consumable  goods  whic 

I  body  wants,  and  in  which  the  real  distril 

wealth  is  ultimately  made. 

i  Financial  Conditions  After  tKe  War. 

i  The  amount  of  wealth  annually  availab 
country  for  investment  comes  from  the  cu 
come  of  the  people,  and  the  countries  wh 
not  lost  in  productive  capacity  or  income  ^ 
soon  after  the  war  have  as  much  capital  fc 
ment  as  in  years  past.  It  is  probable  that 
warring  countries  there  has  been  a  redt 

'  stocks,  and  that  at  the  end  of  the  war  ther 
a  shortage  of  liquid  capital.  Capital  that  '. 
employed  in  business  has  been  diverted 
loans  and  the  banks  will  be  encumbered  i 

:  securities  and  loans  upon  this  class  of 

I  which  they  will  want  to  clear  away.  Nev 
looking  to  the  future,  there  should  be  a 
mand  for  all  the  government  securities  pz 
present  unusual  rates  of  interest,  and  cer 
active  demand  for  ready  money.  While  t 
will  desire  to  get  back  into  liquid  conditio 

:  doubtless  be  a  systematic  policy  in  all  cot 

I  supply  ample  credit  for  the  resumption  o: 

j  business  operations. 

Discount  Rates. 


Discount  rates  of  each  Federal  Eesei 
ill  effect  Ma.y  29,  1916. 


MATURITIES 

Agricultural 

and  live  stock 

paper  over  90 

days. 

Trad 

a 

10 

days 
and 
less. 

over  10 
days  to 
30  days, 
inclus- 
ive. 

over  30 
to  60 
days, 
inclus- 
ive. 

over  60 
to  90 
days, 
inclus- 
ive. 

To 

60 

day 

in- 

clu 

sive 

Boston 

New  York.... 
Philadelphia. 
Cleveland.... 
Richmond.. .. 

3 
3 

VA 

4 
4 

\ 

4 

4 
4 
4 
4 
4 
4 

4 
4 
4 
4J4 

4 
4 

5 

6 

4% 

5 

5 

5 

3 
3 
3 
3 

Atlanta 

1 

Atlanta 
Hew  Orleans  br 

Chicacro 

St.  Louis 

Minneapolis  . 

031 

DS' 
3' 

3 

4 
4 
4 

4« 

4 

4 
4 
4 

4H 

4 
4 

4^ 

4 

i% 

4 
4% 

5 
5 
5 

Kansas  City.. 
Dallas 

* 

3 
V 

SanFrancisco 

3 

3 

A  Rate  for  commodity  paper  maturing  within  90  days. 

B  Rate  for  bills  of  exchangre  in  open  market  operations 
— 5J4;  paper  bought,  Dallas  3  — 5. 

C  Rate  for  trade  acceptances  bought  in  open  market,  w 
berbank  indorsement. 

D  A  rate  of  2  to  4  per  cent  for  bills  with  or  without  m 
indorsement  was  authorized  on  Dec.  21, 1915. 

E  Rate  for  commodity  paper  maturing  within  30  days, : 
over  30  to  60  days,  4  per  cent;  over  60  to  90  days,  454  per  c 
days,  5  percent. 


THE  NATIONAL  CITY  BANK  OF  NEV 


"City  BanK  Service/' 


CORRESPONDENTS  and  depositors  find  this 
service  unsurpassed.  It  is  the  outgrowth  of  100 
years'  business  experience  and  success. 

The  excellence  of  the  service  is  attested  by  the 
continuous  growth  of  our  resources. 

The  service  is  available  to  you  and  might  become 
invaluable.  We  should  be  glad  to  hear  from 
bankers,  merchants  and  manufacturers  who  con- 
template opening  a  New  York  account  or  who  may 
wish  to  establish  new  or  additional  banking  facilities. 

None  too  large ;  none  too  small. 
THE  NATIONAL  CITY  BANK  OF  NEW  YORK. 
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U.  S.  SECURITIES 
GOVERNMENT   FINAN 
ECONOMIC 
AND  FINANCIAL 
CONDITIONS 


General  Business  Conciitions. 

THE  past  month  has  witnessed  the  in- 
auguration of  a  presidential  cam- 
paign, and  also  a  crisis  with  Mexico 
which  has  seemed  to  bring  the  coim- 
try  to  the  brink  of  war,  but  business 
circles  have  been  but  slightly  influenced  by  either 
development.  The  political  issues  are  not  related 
to  industrial  or  social  unrest  to  the  extent  they 
were  four  years  ago,  and  a  war  with  Mexico,  de- 
plorable though  it  would  be,  has  no  very  alarming 
aspects  for  the  United  States. 

The  general  business  situation  has  undergone 
little  change.  The  crop  outlook  is  better  than  it 
was  a  month  ago,  and  promises  at  least  an  average 
yield.  There  has  been  some  recession  of  prices, 
for  metals,  natural  products  and  manufactures,  but 
Ihey  are  due  to  increasing  production  rather  than 
to  diminishing  demand,  and  they  have  not  gone  far 
enough  to  disturb  confidence  or  materially  check 
the  activity  of  buyers.  Production  and  distribution 
continue  upon  an  unprecedented  scale  and,  as  a 
rule,  with  large  returns  to  producers.  Manufactur- 
ing lines  are  generally  sold  ahead  for  the  remainder 
of  this  year,  and  are  well  assured  as  to  next  year's 
prospects. 

Foreign  trade  is  as  prosperous  as  it  can  well  be, 
considering  how  little  capacity  our  manufactiu*ers 
can  spare  from  the  home  demands.  Exports  for 
the  month  of  May  aggregated  $472,000,000,  the 
greatest  for  any  month  of  our  history,  with  a  favor- 
able trade  balance  of  $243,000,000.  For  the  fiscal 
year  ending  June  30  there  will  be  a  favorable  trade 
balance  of  approximately  $2,200,000,000,  or  about 
double  that  of  the  fiscal  year  1915. 

Under  these  conditions,  the  problem  of  making 
settlement  for  the  accruing  balances  is  an  even 
larger  one  than  that  of  last  year.  The  British  gov- 
ernment announces  very  satisfactory  progress  with 
its  policy  of  mobilizing  American  securities  from 
British  holders.  Since  the  announcement  of  the 
purpose  to  impose  an  extra  tax  of  10  per  cent,  upon 
income  from  all  securities  that  the  government 
stood  ready  to  buy,  the  facilities  for  receiving  such 
securities  have  been  taxed  to  the  utmost.  There  is 
no  doubt  that  ample  supplies  will  be  available  to 
take  care  of  purchases  in  the  United  States  for  a 
long  time  to  come,  but  of  course  they  must  be  of- 
fered gradually  in  this  country  to  avoid  affecting 
the  market  unfavorably.     Meanwhile  the  British 


New  York,  July, 

government  has  resumed  shipments  of  g( 
Ottawa  and  London  on  a  large  seal 
amounts  received  on  this  movement  aggr 
this  writing  $110,000,000.  This  gold  sei 
double  purpose  of  paying  for  supplies  and  ! 
ening  American  reserves,  the  latter  result  o 
ing  to  favorable  action  here  upon  the  vari 
operations  which  the  allies  have  pending. 

These  gold  receipts  have  had  the  effect  < 
ing  the  money  market,  which  was  feeling 
fluence  of  a  moderate  but  continued  drai 
Treasury  and  the  interior  banks.  The  stL 
serves  of  the  New  York  Clearing  House  b 
again  well  above  $100,000,000,  and  as  payn 
on  the  income  tax  are  now  practically  o 
government  disbursements  are  increasi 
Treasury  absorptions  will  cease.  Treasury 
estimate  total  collections  for  the  fiscal  yea 
count  of  the  income  tax  at  $125,000,000, 
lieve  that  the  year  will  show  a  surplus  of 

The  loans  of  New  York  Gearing  Hous 
are  now  lower  than  at  any  time  since  Febn 
last. 

XLe  Labor  Situation. 


The  pressure  for  labor  is  undiminished, 
situation  is  less  disturbed  than  it  was  two 
or  even  a  month,  ago.  Most  of  the  May  w 
troversies  have  been  settled,  the  chief  ex 
being  in  the  garment  trades  of  New  York 
tween  the  railway  trainmen  and  the  employ: 
panics.  The  latter  is  much  the  most  seriot 
unfavorable  factors  of  the  business  situatic 
consequences  of  a  tie-up  of  the  railways  v 
so  disastrous  that  the  public  scarcely  credits 
sibility,  but  the  controversy  is  drifting 
toward  a  rupture.  No  approach  to  agreen 
made  in  tlie  conferences  that  were  held.  ' 
ployes  claimed  to  be  wanting  an  eight  hour 
the  officials  representing  the  companies  d 
the  idea  of  making  the  present  runs  in  eig] 
as  impracticable,  and  affirmed  that  the  real 
was  to  increase  wages.  They  proposed 
entire  controversy  be  submitted  to  the  Int 
Commission  for  adjudication  but  offered  to 
arbitration  under  the  Erdman  act. 

This  offer  makes  a  strong  appeal  to  the 
The  members  of  the  Inter-State  Commis; 
the  best  informed  men  upon  the  railway  < 
in  the  coimtry.  They  know  whether  or  i 
practicable  to  reduce  the  train  runs  to  eigl 


t  reorganizing  the  whole  service  and  greatly 
ing  the  costs  of  operation.  They  know  how 
yes  of  the  trainmen  compare  with  the  wages 
r  railway  employes,  and  with  wages  in  other 
tions.  They  know  all  about  the  ability  of  the 
lies  to  pay  higher  wages  and  whether  or  not 
be  done  without  increasing  rates.^  They  can 
;r  the  entire  subject  of  railway  income  and 
ements  together,  and  if  they  conclude  that 
should  be  higher,  they  would  have,  what  no 
Ise  would  have,  the  power  to  adjust  rates  to 
le  new  requirements.  It  cannot  be  said  that 
nmission  is  either  without  adequate  inf  orma- 
the  judicial  qualifications  to  deal  with  the 
?he  more  the  proposal  is  considered  the  more 
it  will  appear  to  be  the  best  possible  disposi- 
the  matter. 

not  reasonable  on  the  part  of  the  trainmen 
and  that  their  claims  for  more  pay  shall  be 
I  under  duress,  because  they  have  power  to 
the  transportation  systems.  The  day  has 
y  for  either  the  managers  or  employes  to  at- 
to  settle  such  an  issue  by  force,  without 
for  the  vast  public  interests  involved.  The 
must  take  the  rates  that  are  determined  for 
y  public  authority.  Nobody  suggests  that  the 
'  men  should  be  absolutely  compelled  to  work 
ges  fixed  by  arbitration;  tliey  will  always 
le  privilege  of  quitting  the  railway  service  as 
uals,  for  other  occupations ;  but  the  right  to 
e  for  purposes  that  affect  the  public  interests 
rent  from  the  right  to  quit  work  as  an  indi- 

The  right  to  combine  and  to  use  the  power 
ibinations  is  always  subject  to  public  au- 
.  When  it  comes  to  organizing  to  accomplish 
ose  by  force,  with  vast  injury  to  innocent 
,  the  community  has  a  right  to  exercise  judg- 
Nobody  should  ask  the  entire  community  to 
to  inconvenience  and  loss  for  his  advantage 
t  assurance  that  his  claims  are  just;  he  is 
a  moral  obligation  to  furnish  proof.  No 
a  vast  number  of  the  wage-earners  of  the 
States,  who  will  have  to  contribute  to  any 
e  of  railway  wages  and  railway  rates,  would 
L  to  exchange  their  own  jobs  for  places  in  the 
r  service  under  present  conditions.  The 
subject  should  be  dealt  with  as  one  in  which 
interests  are  involved  and  entitled  to  con- 
ion.  No  single  interest  can  assume  the  right 
son  of  its  position  to  force  a  settlement  ad- 
eous  to  itself  and  unjust  to  the  others, 
officials  of  the  railway  orders  have  gone  back 
r  membership  to  ask  for  authority  to  call  a 

It  is  customary  to  give  full  powers  to  the 
;,  as  a  means  of  strenthening  their  hands  in 
itions  with  the  companies.  There  has  been 
:ation  for  doing  this  when  the  officials  of  rail- 
Dmpanies  were  taking  an  arbitrary  stand  and 
ig  upon  their  right  to  be  the  sole  judges  of  the 
>ut  in  this  instance  the  companies  have  offered 
re  the  entire  case  to  competent  and  impartial 
cation.  This  is  a  proposal  which  is  not  only 
)r  this  case  but  will  establish  a  desirable  pre- 
for  the  future.  Its  acceptance  will  go  far  to 
sh  permanent  peace  between  capital  and  labor 


in  the  transportation  industry,  and  will  have  a  bene- 
ficial influence  in  other  fields.  The  United  States 
stands  for  arbitration  instead  of  war  as  the  means 
of  settling  disputes  between  nations,  and  the  prin- 
ciple is  equally  sound  in  great  semi-public  indus- 
tries. With  this  proposal  before  them  the  employes 
have  no  occasion  to  use  further  threats;  as  good 
citizens  they  should  be  glad  of  the  opportunity  to 
co-operate  in  establishing  the  principle  of  judicial 
settlement.  No  one  should  ever  fight  for  more  than 
what  is  fair,  or  insist  that  he  alone  should  be  the 
judge  of  what  is  fair  between  himself  and  others. 

Railway  Situation  in  United  States  as  Viewed  by  a 


Foreign  AutLonty. 

Mr.  W.  M.  Acworth,  a  distinguished  British 
writer  upon  railway  economics,  has  just  concluded 
a  visit  to  the  United  States,  during  which  he 
went  over  several  of  the  important  systems,  for  the 
purpose  of  bringing  his  acquaintance  with  the  rail- 
way situation  in  this  country  down  to  date.  Mr. 
Acworth  is  not  a  professional  railway  man,  or  in 
the  employ  of  any  railway  company,  but  a  student 
and  author  who  has  made  himself  an  authority 
upon  the  science  and  practical  economics  of  trans- 
portation. He  began  life  as  a  teacher,  and  in  the 
youth  of  William,  the  present  German  Emperor, 
served  as  his  tutor. 

Mr.  Acworth  has  been  a  frequent  visitor  to  the 
United  States,  and  a  careful,  disinterested  student 
of  our  railway  problems.  Knowing  his  competency 
to  discuss  them,  the  National  City  Bank  of  New 
York,  before  his  departure  a  few  days  ago,  solicited 
a  statement  of  his  views  upon  the  railway  situation 
in  the  United  States,  which,  for  many  reasons,  we 
believe  to  be  one  of  the  most  important  subjects  now 
before  the  people  of  this  country.  He  courteously 
complied,  and  we  are  giving  the  statement  in  his 
own  language  below : 

Statement  oi  W.  M.  AcwortL. 


"This  is  my  tenth  visit  to  the  United  States, 
of  whose  railway  affairs  I  have  been  for  about 
thirty  years  a  diligent  student.  Every  time  I 
am  brought  into  contact  with  American  rail- 
ways the  overpowering  impression  produced 
on  my  mind  is  of  the  marvelous  results  which  the 
efficiency  of  the  railroad  men  produces  with 
the  minimum  expenditure  both  of  capital  and 
income.  It  is  not  very  far  from  accurate  to 
say  that  the  average  mile  of  English  railroad 
has  cost  as  many  pounds  as  the  American 
mile  has  cost  dollars.  It  is  true  that  for  our 
expenditure  we  have  mostly  double-track  roads 
while  your  typical  road  is  only  single-tracked, 
but  per  mile  of  line  you  probably  carry — ^we 
have  no  ton-mile  and  passenger-mile  statistics 
in  England — more  tons  of  freight  and  nearly 
as  many  passengers  as  we  do,  and  thanks  to 
your  concentration  of  load  into  wholesale  units 
both  of  carload  and  trainload,  your  single  track 
is  normally  capable  of  taking  care  of  the  traf- 
fic offered." 


The  Problem  of  Terminals. 
"But  I  do  not  think  it  is  so  with  your  ter- 
minals. Fifteen  tons  of  package  freight  in  one 
thirty-ton  car  take  much  less  room  on  the  road 
than  the  same  weight  distributed  over  five  of  our 
little  ten-ton  cars,  or  "trucks"  as  we  call  them, 
but  when  fifteen  tons  come  to  be  handled  at 
the  terminals  and  carted  away  by  teams,  they 
need  just  as  much  space  in  America  as  in 
England.  In  other  words,  you  will  have  to 
spend  vast  sums  of  money  to  enlarge  and  im- 
prove your  terminal  accommodations,  and  the 
land  required  for  the  purpose  you  will  have  to 
buy  and  adapt  at  modern  prices.  One  does  not 
need  to  go  outside  of  New  York  with  the  new 
Pennsylvania  and  Grand  Central  stations  to 
see  what  new  terminals  cost  in  a  great  city." 

Double  Tracks  and  Other  Improvements. 

"But  there  is  more  than  this.  Even  assuming 
that  you  can  carry  your  present  traffic  along 
the  road,  statistics  show  that  your  traffic 
doubles  every  twelve  years  and,  therefore,  be- 
fore long  you  will  have  to  do  a  great  deal  of 
double  tracking,  and  double-tracking  very  often 
means  practically  rebuilding  the  railroad. 
Again,  as  the  country  gets  more  settled,  traffic 
becomes  more  diversified ;  express  and  fast 
freight  become  more  important.  There  will  be 
more  passenger  trains,  both  through  and  local 
not  only  due  to  closer  settlement,  but  also  to 
more  exacting  demands  in  matter  of  service. 
Now,  express  and  fast  freight  trains  not  only 
carry  less,  but  run  at  higher  speeds  than  slow 
freight,  and  passenger  expresses  run  at  higher 
speeds  still,  so  you  will  have  both  more  trains 
on  the  line  for  the  same  amount  of  traffic  and 
greater  varieties  in  speed,  and  all  this  means, 
as  every  railway  man  knows,  a  great  reduction 
in  the  carrying  capacity  of  the  line  as  measured 
in  tonnage." 

"Public  demands  for  abolition  of  grade  cross- 
ings, for  steel  coaches  with  their  enormous 
weight  per  passenger  carried — three  times  that 
usual  in  England — for  block  signalling,  for 
monumental  stations,  etc.,  etc. — all  these  things 
will  imply  immensity  of  expenditure.  Mr.  Hill 
estimated  ten  years  ago  that  the  railroads 
ought  to  spend  a  billion  dollars  a  year  to  keep 
abreast  of  the  public  requirements.  They  have 
not  spent  it,  not  because  the  expenditure  was 
unnecessary,  but  because  the  money  was  not 
forthcoming,  and  somehow  you  will  have  to 
catch  up  the  arrears  and  take  care  of  the  future 
on  an  even  more  generous  scale,  or  the  de- 
velopment of  the  country  will  be  brought  to  a 
standstill." 

New  Capital  Requirements. 
"Can  the  railroads  get  all  the  money  they 
need?  The  question  is  a  very  serious  one,  and 
I  will  not  attempt  to  answer  it.  That  in  the 
past  they  have  not  been  able  to  get  out  all  the 
long-term  bonds  they  would  have  liked  to  sell 
is  sufficiently  proven  by  the  volume  of  short- 
term  notes  issued  and  frequently  renewed  at 


maturity.  Why  should  an  investor  I 
road  bonds?  Primarily,  he  wants  ; 
The  fact  that  over  forty  thousand  i 
railroad  are  today  in  the  hands  of  a 
is  sufficient  proof  that  he  does  not  alv 
it,  and  if  railroads  cannot  sell  bonds,  i 
can  they  issue  common  stock.  E^ 
Pennsylvania  Railroad,  after  seventy  ; 
honest  and  intelligent  work  in  develo] 
resources  of  what  is  perhaps  the  riche; 
territory  in  the  world,  earned  in  191^ 
more  net  income  than  sufficed  to  pay  i 
est  six  per  cent,  dividend." 

"Why  should  the  public  invest  in  rail 
the  returns  are  less  than  on  other  inv( 
and  the  security  of  the  capital  seems  t 
rather  than  increase?  And  if  the  A 
public  refuses  to  invest,  there  is  cert; 
other  source  for  new  capital  nowadaj 
European  market  will  have  enough  t 
take  care  of  its  own  requirements  for 
year  to  come." 

"For  all  that,  the  result  of  my  ^ 
prospects  for  the  future  look  to  me  f 
bright  than  I  could  have  imagined 
was  last  here,  less  than  three  years  ag< 
from  the  replies  to  a  circular  sent  oi 
clients  by  a  New  York  banking  hoi 
1310  correspondents  report  that  hos 
the  railroads  is  abating,  while  only  185 
it  still  persists;  and  the  same  corresp 
by  a  majority  of  almost  two  to  one,  rej 
a  five  per  cent,  advance  in  rates  wc 
be  seriously  opposed.  And  a  general 
cent,  increase,  all  of  it  net  income  b 
served,  would  put  a  very  difTerent  a 
the  whole  situation." 

Hopeful  Signs. 
"But  the  railroads  need  not  merely  ( 
of  hostilities,  but  active  support  and  h 
the  public  authorities.  They  cannot  ( 
that  in  the  past  the  legislatures  have  r 
them.  On  the  contrary,  the  excess  in 
of  railway  legislation  has  been  almost 
spicuous  as  the  deficiency  in  its  qual: 
there  are  many  signs  that  things  are  c 
Recent  decisions  of  the  Interstate  C( 
Commission  have  shown  that  this  mos 
tant  body  appreciates  the  situation, 
ready  to  help  the  railroads  to  reach  a 
financial  position.  The  fact  that  one 
great  political  parties  has  put  forwai 
platform  the  unification  of  control  u: 
single  authority  of  the  Federal  Goven 
a  most  hopeful  sign.  The  mere  avoi 
waste  owing  to  the  necessity  ^  of  cc 
with  innumerable  varying  requiremer 
methods  of  operation  will  be  a  great  tl 

Cost  of  Multiplied  Authoritie 
"I  question  whether  the  public  has  ; 
ception  of  the  amount  of  time  and 
wasted  owing  to  the  multiplication  of  i 
rate  schedules,  accounts,  reports,  etc. 
seen  an  estimate  that  the  railroads,  tak( 


ther,  have  to  furnish  about  two  million  reports 
r  annum  to  the  various  state  and  Federal  au- 
)rities.  Unification  of  control  will  put  an  end 
such  patent  absurdities  as  the  fact  that,  while 
t  Interstate  Commerce  Commission  recog- 
:es  that  25^c  per  mile  is  a  reasonable  fare, 
f,  from  Rochester  to  Cleveland,  if  a  passen- 
r  on  the  same  train  gets  out  at  Buffalo,  the 
iw  York  commission  decides  that  he  cannot 
isonably  be  asked  to  pay  more  than  2c  per 
le!" 

'Then  your  Federal  Valuation  Law  of  1913 
ist  soon  begin  to  bear  fruit.  From  what  I 
\re  seen  and  heard  of  what  has  already  been 
ne,  I  am  persuaded  that  any  fair  valuation, 
:h  as  is  now  being  carried  out  by  engineers 
:)ointed  by  the  government,  will  prove  con- 
sively  what  I  have  always  myself  firmly  be- 
itd,  that  the  railroads  of  the  United  States 
:  worth  today  far  more  than  the  sum  at 
ich  they  are  capitalized." 
'I  am  quite  sure  that  the  American  public 
an  to  be  fair,  but  they  can  hardly  be  ex- 
ited to  keep  abreast  of  the  railway  situation, 
it  changes  from  year  to  year.  They  have 
;n  thinking  too  much  hitherto  of  "old  for- 
:ten  far-off  things  and  battles  long  ago." 
ey  seem  now,  as  proved  by  the  proposal  that 
Congressional  committee  shall  inquire  into 

whole  situation,  to  be  inclined  to  have  done 
h  the  past  and  to  turn  their  minds  to  the 
ure.  An  exhaustive  inquiry  into  the  situa- 
1  as  it  exists  today  can  only  be  in  the  inter- 

of  the  railroads  and  railroad  investors.  It 
1  show,  I  am  firmly  convinced,  that  the  rail- 
ds  deserve  well  of  the  country,  that  per 
lar  of  capital  invested  they  do  more  work 
n  any  railroads  in  the  world,  that  the  rates 
y  charge,  having  regard  to  the  service  ren- 
ed,  are  far  lower  than  an}^where  else  in  the 
rid,  but  that  the  rates,  as  a  whole,  are  not 
iquate  to  afford  a  steady  and  reasonable  re- 
n  year  in  and  year  out  on  the  present 
estment,   and  to   induce  capitalists   to  make 

great  further  investment  which  the  public 
^rest  requires." 

Once  the  knowledge  of  these  basic  facts,  as  I 
eve  them  to  be,  has  been  got  into  the  public 
id,  I  have  no  doubt  that  the  railroads  will  be 
en  such  fair  treatment  as  will  produce  the  in- 
tment  of  all  the  capital  required.  It  is  to  be 
•ed,  however,  that  the  public  education  will  be 
edily  completed.  For  the  expenditure  of  new 
ital  on  a  generous  scale  must  not  be  much 
2:er  postponed  if  the  trade  of  the  country  is 
:ontinue  to  expand  in  the  years  ahead." 

The  Wage  Question. 
The  demand  for  higher  wages  which  your  rail- 
d  employes  are  making  and  the  possibility  that 
controversy  may  result  in  a  strike  that  will  tie 
the  transportation  lines,  recalls  the  similar 
iggle  which  we  had  in  England  five  years  ago. 
sibly  our  experience  will  be  instructive  to  the 
erican  people  in  view  of  the  present  situation. 


It  is  to  be  hoped  tliat  the  dispute  here  will  not  go 
to  the  length  of  a  strike.  That  should  be  avoided 
if  possible." 

"In  our  case,  in  1911,  we  actually  experienced  a 
serious  suspension  of  traffic.  The  strike  itself 
lasted  a  little  less  than  a  week,  and  while  it  was 
on,  traffic  was  not  entirely  suspended,  but  during 
that  brief  period  it  inflicted  a  tremendous  loss, 
not  only  upon  the  workers  themselves  and  upon 
their  employers,  but  chiefly  upon  the  industry  of 
the  country  as  a  whole." 

"The  wages  of  employes  at  that  time  were  very 
much  lower  than  they  have  been  in  this  country, 
and  there  was  a  general  feeling  that  they  were  too 
low.  The  average  wages  of  British  engine  drivers 
were  certainly  not  more  tlian  $10.50  a  week. 
Conductors  received  not  above  $9.00,  while  fire- 
men and  brakemen  were  paid  $7.00  a  week  or 
less.  The  average  pay  of  all  railway  workers  was 
not  more  than  $6.00  a  week." 

"In  order  to  aid  in  a  settlement  of  the  strike,  the 
Government  entered  upon  a  promise  that  an  in- 
crease of  freight  rates  would  be  allowed  to  the 
companies,  and  the  agreement  was  embodied  in 
the  following  w^ords :" 

"The  Government  will  propose  to  Parliament  next 
session  legislation  providing  that  an  increase  in  the  cost 
of  labour  due  to  the  improvement  of  condition  for  the 
staff  would  be  a  valid  justification  for  a  reasonable 
general  increase  of  charges  within  the  legal  maxima  if 
challenged  under  the  Act  of  1894." 

"The  Government  carried  out  this  agreement 
and  Parliament  passed  an  act  in  pursuance  of  the 
promise,  with  the  result  that  freight  rates  were 
advanced  about  4  per  cent,  upon  3ie  bulk  of  the 
traffic." 

James  J.  Hill. 


The  death  of  Mr.  Hill  has  been  the  occasion  of 
much  appreciative  comment  upon  the  great  and 
useful  part  which  he  performed  in  the  development 
of  our  Northwest.  The  press  of  England  has  given 
almost  as  much  attention  to  the  event  as  the  press 
of  this  country,  for  he  was  an  international  figure. 
He  brought  large  sums  of  capital  from  Great  Bri- 
tain and  used  them  in  providing  transportation  f  aci- 
Ities  for  that  great  stretch  of  then  wild  territory 
between  Lake  Superior  and  the  Pacific  Coast,  with 
the  result  that  population  flowed  in,  farms  were 
opened,  cities  were  built,  and  a  vast  amount  of  new 
wealth  was  created.  Out  of  this  new  wealth,  Mr. 
Hill  and  his  associates  were  well  rewarded,  but  their 
share  was  an  insignificant  part  of  the  benefits  dis- 
tributed. In  addition  to  the  benefits  conferred  upon 
the  people  who  have  found  homes,  employment  and 
fortunes  in  that  territory,  are  the  benefits  conferred 
upon  the  outside  world,  by  the  new  supplies  of  food 
and  materials  that  now  come  from  that  territory. 
And  finally,  the  fortunes  which  Mr.  Hill  and  his 
associates  created  for  themselves,  where  there  was 
nothing  before  they  came,  exist  for  the  most  part  in 
the  form  of  property  that  is  valuable  to  them  only 
as  it  is  used  for  public  purposes,  and  in  the  case  of 
Mr.  Hill,  the  income  was  for  the  most  part  rein- 
vested for  the  further  development  of  the  territory. 


The  ambition,  the  energy,  the  purposes  of  his  life, 
were  centered  in  the  development  and  enrichment  of 
that  territory. 

He  was  a  man  of  large  ideas,  with  the  imagina- 
tion to  plan  on  a  great  scale  for  the  future,  but  the 
most  remarkable  characteristic  was  his  ability  to 
see  every  necessary  step  in  the  development  of  his 
plan.  He  not  only  saw  tlie  possibilities,  but  how 
to  realize  them.  He  was  a  leader  of  men  and  of 
communities.  He  was  an  organizer;  he  made  the 
labors  of  millions  of  men  more  effective  than  they 
would  have  been  without  the  idea  and  the  facilities 
that  he  supplied. 

He  was  primarily  a  railway  builder  and  operator 
and  among  the  leaders  in  the  development  of  rail- 
way efficiency,  but  his  active  mind  grappled  with 
all  the  problems  of  the  time.  He  clearly  compre- 
hended that  mutuality  of  interests  which  is  the  most 
important  fact  in  all  our  social  relations.  He  saw 
that  the  interests  of  his  railway  company  were 
closely  identified  with  the  interests  of  the  commu- 
nities which  it  served,  and  that  their  prosperity  was 
vital  to  it.  The  chief  interest  in  that  territory  was 
agriculture,  and  there  is  nothing  in  Mr.  Hill's  career 
more  creditable  to  his  sagacity  or,  we  take  it,  more 
characteristic  of  the  man,  than  the  practical  interest 
which  he  manifested  in  the  betterment  of  farming 
metliods.  His  achievements  as  a  railway  man,  as 
a  financier,  and  in  a  general  way  as  a  leader  and 
promoter  of  industrial  development,  have  been  de- 
scribed and  eulogized  at  length,  but  the  details  of 
his  intelligent  efforts  for  the  improvement  of  agri- 
culture are  not  so  well  known.  The  truth  is  tliat 
for  more  than  thirty  years  this  was  one  of  the 
chief  objects  of  his  attention. 

Promoting  tlie  Live  Stock  Industry. 

In  1883  an  imusually  dry  spring  and  summer 
gave  the  farmers  of  the  Northwest  about  one-half 
to  two-thirds  of  a  crop.  "I  started  in  then,"  said 
Mr.  Hill  in  a  recent  speech,  "to  scatter  cattle.  I 
brought  out  within  three  years,  from  the  best  herds 
I  could  find  in  Great  Britain  about  800  thorough- 
bred bulls  and  gave  tliem  to  the  farmers."  The 
only  condition  attaching  to  the  gift  was  that  the 
bulls  should  be  properly  treated  for  a  certain  pe- 
riod. The  animals  were  distributed  with  care,  one 
or  two  in  each  county,  and  service  was  to  be  given 
for  a  nominal  charge.  In  this  way  Mr.  Hill  hoped 
to  diversify  the  resources  of  the  Northwest,  to  pro- 
tect the  farmer  from  possible  crop  failures  and  to 
sow  a  future  traffic  which  the  Great  Northern 
would  some  day  surely  reap. 

At  another  time  (in  1907),  Mr.  Hill  stated  that 
he  had  distributed  somewhere  between  6,000  and 
7,000  thoroughbred  cattle  and  hogs  throughout  the 
Northwest.  Probably  the  total  for  the  entire  pe- 
riod would  be  over  10,000.  During  all  this  time  he 
carried  out  an  active  campaign — often  taking  his 
message  direct  to  the  farmers*  gatherings  at  county 
fairs.  He  gathered  statistics,  employed  experts, 
experimented  on  his  own  farm,  and  kept  the  subject 
alive  by  timely  lessons.  For  instance,  when  wheat 
was  selling  around  fifty-five  cents  per  bushel,  he 
experimented  feeding  it  to  his  steers — and  got  eigh- 


ty-two cents  a  bushel  for  the  wheat  "on  the 
Then  again,  he  pointed  out  that  if  forty  t 
bushels  of  corn  per  acre  are  raised  and  shij 
market,  the  weight  is  over  1,700  pounds,  w 
if  a  farmer  has  a  good  steer  to  build  on,  it  w 
him  from  350  to  400  pounds  additional  we 
the  steer.  He  will  then  send  that  com  to 
under  entirely  different  conditions.  And  i 
he  keeps  on  the  farm  as  fertilizer,  one-third 
value  of  all  that  he  feeds  the  steer. 

One  of  the  experts  selected  by  Mr.  Hill  t 
on  his  work  was  Prof.  Thomas  Shaw,  one 
leading  authorities  on  animal  husbandry 
world.  Prof.  Shaw  has  spent  his  entire  tim< 
cent  years  going  over  sections  in  the  No 
which  have  not  shown  up  to  the  best  advantag 
method  is  to  make  careful  analyses  of  the  soi 
study  of  the  general  conditions  in  a  particu 
tion.  After  convincing  himself  of  the  prope 
ods  to  be  pursued  he  has  advised  the  farmer; 
results  and  discussed  their  problems  with  th( 
1914  Prof.  Shaw  purchased  in  England  o^ 
heads  of  dual-purpose  short  horn  bulls,  whi( 
in  turn  given  to  a  selected  list  of  farmers 
Hill.  These  bulls  were  selected  because  th< 
proven  the  best  for  the  average  farmers  in 
as  they  produce  herds  which  give  large  retun 
milk  as  well  as  beef. 

Demonstration  Tracts. 


Mr.  Hill  urged  with  equal  enthusiasm  a 
nestness,  soil  analysis,  crop  rotation,  seed 
and  proper  cultivation  of  the  soil.  For  y 
urged  the  operation  by  State  or  Nation  oi 
farms.  In  tlie  spring  of  1912,  a  tract  of  fi^ 
was  selected  (along  the  line  of  the  Great  Nortl 
each  of  152  farms  in  Minnesota  and  North 
Mr.  F.  R.  Crane,  after  nine  years  at  the  hea* 
Agricultural  Engineering  Department  of  tl 
versity  of  Illinois,  and  three  years  as  Sup 
dent  of  the  Special  Agricultural  School  at  L/ 
nee,  Wisconsin,  was  put  in  charge.  The  o^ 
the  land  in  each  case  agreed  to  plow,  plant  < 
tivate  the  five  acres  exactly  as  directed,  i 
seed  was  supplied  to  him.  He  received  th 
uct  of  these  acres  as  his  own  and  in  addit; 
paid  for  his  labor.  Here  is  the  record  for  1 
season's  administration : 

Great  Northern  P 


Wheat 
Barley 
Oats  - 


Wheat 
Barley- 
Oats   _ 


Minnesota       i 
„        29.86 
„        44.65 

67.09 
North  Dakota 

31.47 

49.71 
_.        78.64 


Quality  gained  as  well  as  quantity.  Tt 
raised  by  Ae  improved  method  is  larger,  ] 
and  heavier. 

Encouraged  by  these  striking  results  tl 
was  carried  on  in  subsequent  years.  In  the 
1912  arrangements  were  made  with  361  ne^ 
ers.  Soil  samples  were  taken  from  each  fa 
shipped  to  St.  Paul  to  be  analyzed  in  th( 


n  soil  laboratory  at  Mr.  Hill's  farm.  Care- 
ysis  showed  in  a  majority  of  cases  a  con- 
e  lack  of  nitrogen  and  phosphorus  and  these 
lents  were  applied  to  the  plots  where  needed 
he  supervision  of  the  expert,  Mr.  Crane, 
d  manure  was  recommended  as  the  best 
3t  ec6nomical  way  to  build  up  nitrogen  in 
To  supply  the  phosphorus  it  was  found 
ut  400  pounds  of  acid  phosphates  per  acre 
»plied  to  soil  low  in  this  element  proved  very 
e. 

ls  a  simple  computation  to  prove  to  tlie 
in  view  of  the  increased  yields  of  grain, 
fact  that  application  of  fertilizer  was  nec- 
inly  once  in  every  two  to  three  years,  that 
decidedly  profitable  to  apply  such  essen- 
lents  as  were  deficient  in  his  soil.  For  in- 
where  manure  and  phosphorus  were  used 
;y  plots  a  gain  of  eight  bushels  was  made 
id  with  the  use  of  manure  alone.  At  an 
price  of  50c.  per  bushel  a  gain  of  $4.00  an 
mlted.  The  cost  of  400  pounds  of  acid 
te  would  not  exceed  $1.00  to  $1.35.  A  net 
from  $2.65  to  $3.00  per  acre  is  evident — 
;nough  to  pay  the  rent! 
lappy  combination  of  scientific  analysis  and 
emonstrations  of  the  striking  results  under 
[ance  of  experts,  provided  each  commimity 
inspiration  for  better  farming  methods, 
ults  were  believable  by  the  farmer  because 
I  watch  the  progress  made,  and  the  lessons 
iref  ore  readily  grasped. 

ida  Tbrougli  Banks. 

12  Mr.  Hill  acquired  control  of  the  First 
1  Bank  of  St.  Paul  and  the  Northwestern 
bmpany,  and  through  these  institutions  pro- 
to  organize  another  campaign,  inviting  the 
ition  of  country  bankers.  Prof.  H.  R. 
professor  of  animal  husbandry  in  the  Uni- 
of  Minnesota,  was  employed  as  live  stock 

Smith's  work  is  primarily  in  conjunction 

J  country  banker  in  enabling  him  to  help  the 

He  makes  from  ten  to  fifteen  speeches 

ith  at  farmers'  meetings  arranged  by  local 

throughout  the  Northwest.    Oftentimes  as 

150  to  200  farmers  are  gathered  at  such 

s. 

Smith's  advice  is  at  the  service  of  local 

and  others  who  wish  to  procure  blooded 

)r  their  localities.    In  many  instances  money 

iced  by  local  bankers  to  aid  farmers  in  such 

es. 

nost  elaborate  campaign  thus  far  carried  on 
bank  and  trust  company  is  an  annual  com 
be  first  of  which  was  held  last  year.  Under 
jan  "Com  and  cattle  contribute  capital  for 
bank  balances,"  the  interest  of  the  banker 
)used  in  encouraging  an  increased  produc- 
com  in  this  section,  which  has  heretofore 
liefly  devoted  to  one  crop,  wheat.  The 
est  was  divided  into  34  sections  and  first, 
and  third  prizes  were  awarded  for  the  best 
own  in  each  section.     In  each  division  a 


boy's   contest  was   arranged  and  separate  prizes 
given. 

These  broadly  conceived  plans  for  the  better- 
ment of  farming  conditions  which  Mr.  Hill  lived 
to  see  bear  fruit  largely  through  his  own  efforts, 
have  laid  a  strong  foimdation  for  the  future  of  the 
Great  Northern  Railway  and  the  whole  Northwest. 
There  is  no  greater  contrast  in  any  industry  than 
that  which  the  present-day  demonstration  farm  in 
every  neighborhood,  laboratories  of  agricultural 
chemistry  and  agronomics,  and  scientific  farming 
methods,  bear  to  the  agricultural  conditions  as  Mr. 
Hill  first  found  them.  From  this  change  already 
radiates  an  influence  that  promises  to  recreate  an 
industry  and  wonderfully  enrich  a  nation. 

Bankers  of  Many  States  Promoting  Agriculture. 


Although  Mr.  Hill  was  a  pioneer  in  this  field  the 
activities  of  Minnesota  bankers  along  this  line 
date  back  of  his  entry  into  banking.  The  North- 
western and  the  First  and  Security  National  banks 
of  Minneapolis  have  been  energetic  in  the  same 
cause,  and  the  Minnesota  Bankers'  Association 
began  some  years  ago  to  appoint  committees  and 
labor  systematically  for  the  promotion  of  agricul- 
ture. If  we  mistake  not  it  was  the  pioneer  among 
bankers  associations  in  this  work,  but  since  then  the 
idea  has  spread  imtil  throughout  the  West  the  im- 
provement of  agriculture  has  become  the  chief 
theme  at  bankers'  conventions.  In  Iowa  a  year  ago 
the  state  association  held  its  annual  meeting  at  the 
State  College  of  Agriculture.  The  Illinois,  Michi- 
gan, Texas  and  Alabama  associations  have  been  es- 
pecially active  in  practical  work.  The  Alabama 
Association  has  been  conducting  for  more  than  a 
year  a  thorough  campaign  throughout  the  state  for 
the  diversification  of  agriculture  and  for  the  exter- 
mination of  tlie  cattle  tick  which  has  prevented  the 
profitable  development  of  the  dairy  and  beef  indus- 
try. The  American  Bankers'  Association  maintains 
an  active  commission  upon  agriculture,  which  pub- 
lishes an  excellent  monthly  journal,  the  Banker- 
Farmer,  of  wide  circulation. 

This  broad  movement  to  improve  the  conditions 
and  methods  of  agriculture  is  certain  to  bring  good 
results.  The  most  notable  feature  in  these  cam- 
paigns is  the  interest  taken  in  them  by  the  boys  and 
girls  upon  the  farms.  They  are  quick  to  seize  upon 
the  inducements  offered  for  unusual  yields,  and  to 
adopt  new  methods,  and  through  them  there  is 
promise  that  the  standard  of  efficiency  upon  the 
farms  will  be  steadily  raised. 

Perhaps  the  most  important  gain,  however,  is  in 
the  growing  recognition  of  a  genuine  community  of 
interests,  for  as  this  is  more  clearly  realized,  the 
efforts  of  those  who  have  the  means  and  ability  to 
improve  all  social  conditions  will  be  stimulated  until 
every  ill-kept  acre  and  untrained  individual  will  be 
seen  to  be  a  loss  and  a  reproach  to  the  commimity. 

^Vages  and  Efficiency  After  tlie  War. 


There  have  been  and  are  two  views  about  labor 
conditions  in  Great  Britain  and  the  other  warring 
countries  when  peace  is  restored.  The  one  that  has 
been  most  commonly  held  is  that  the  industries  will 


be  seriously  disorganized  by  tlie  loss  of  skilled  and 
experienced  men,  and  that  on  this  account  and  as 
a  result  of  the  taxation  which  must  be  imposed, 
labor  costs  will  be  inevitably  higher.  It  cannot  be 
doubted  tliat  these  influences  will  be  in  effect,  but 
it  has  become  apparent  that  the  war  has  other  and 
counteracting  results,  and  tlie  real  question  is  as 
to  which  set  of  influences  will  preponderate.  In 
the  first  place  women  have  been  installed  upon 
many  kinds  of  work  which  they  had  not  attempted 
before,  and  they  have  given  such  a  good  account 
of  themselves  that  they  are  likely  to  remain  in 
some  of  these  new  employments.  It  is  generally 
accepted  in  all  advanced  countries  that  with  the 
progress  of  society,  women  will  be  relieved  of  hard 
physical  labor,  and  that  save  for  a  few  years  before 
marriage,  and  in  the  exceptional  cases,  they  will  not 
be  a  factor  in  the  competitive  labor  market,  but  the 
war  will  seriously  increase  the  number  of  women 
who  must  find  their  own  livelihood,  and  it  is  evident 
that  any  considerable  increase  in  cost  of  living  will 
bring  large  numbers  of  women  into  industry. 

But  another  influence,  perhaps  more  permanent 
than  the  presence  of  women  in  industry,  is  that 
created  by  modernization  of  industry  under  the 
war  pressure  for  increased  output.  In  all  of  the 
old  countries,  where  labor  has  been  cheaper  than 
in  the  United  States,  the  necessity  for  labor-saving 
metliods  has  been  less  urgent  than  here,  and  tradi- 
tional methods  have  prevailed  to  a  great  extent. 
The  labor  organizations,  through  mistaken  policy, 
have  stood  for  the  old  methods,  and  nothing  short 
of  the  exigency  created  by  the  war  could  have  sud- 
denly lifted  tlie  industries  out  of  the  ruts  in  which 
they  were  held.  Under  no  other  circumstances 
could  a  nation-wide  demonstration  of  non-eflicient 
methods  have  been  obtained.  The  result  has  been 
a  surprising  revelation  of  the  hitherto  unused  pro- 
ductive capacity  of  the  country.  In  view  of  the 
fact  tliat  approximately  5,000,000  men  of  the  most 
capable  industrial  class  have  been  withdrawn  from 
the  working  forces  for  service  in  the  army  and 
navy,  that  a  vast  section  of  the  industries  is  occu- 
pied in  producing  war  supplies,  and  that  an  effective 
embargo  exists  upon  some  of  the  most  important 
British  exports,  it  is  astonishing  that  tliat  country's 
exports  hold  up  so  near  to  the  figures  of  before  the 
war.  In  the  month  of  May,  1916,  the  exports  of  the 
United  Kingdom  were  forty  per  cent,  greater  than 
in  the  month  of  May,  1915,  and  actually  $25,000,- 
000  greater  than  in  May,  1914,  before  the  war. 
These  figures  are  inflated  by  high  prices,  but  the 
showing  is  nevertheless  remarkable,  and  if  this  can 
be  done  in  the  midst  of  war  what  reason  is  there  for 
expecting  a  falling  off  of  British  exports  when  peace 
is  restored? 

We  have  at  hand  the  abstract  of  a  statement 
made  by  the  manager  of  an  important  industrial 
works  in  England,  to  the  stockholders  of  the  com- 
pany at  the  annual  meeting  recently,  in  which  he 
says: 

"Wages  and  the  cost  of  raw  materals  have  risen  to, 
in  some  cases,  double  what  they  were  in  pre-War  times,  but 
in  many  directions  the  removal  of  the  restrictions  on 
output,  and  the  work  of  a  simple  and  easily  learned  char- 


able  reductions  in  final  cost,  proving  definitely  tha 
workers  would  only  throw  off  the  yoke  of  the  sec 
their  unions  who  preach  'restriction  of  output  as  t 
means  of  regulating  work  and  preventing  non-empl 
they  would  be  able  to  earn  greatly  increased  wa| 
insure  employment  for  everyone  by  making  it  poss 
a  large  portion  of  the  goods  that  are  now,  or  we 
vious  to  the  \Var,  purchased  abroad  to  be  made 
country.  This  is  a  much  more  important  matter 
fiscal  policy,  and  more  hopeful  if  it  could  be  brougl 
than  a  combined  effort  to  restrict  German  and  / 
competition,  because  it  would  be  economically  sou 
of  a  lasting  character.  It  seems  to  me  that  the 
would  be  a  fitting  opportunity  for  the  employers* 
tions  and  the  workmen's  unions  to  get  together  and 
the  encouragement  of  the  better  instincts  among  ^ 
generally,  and  the  conditions  under  which  it  w< 
practicable,  after  we  have  beaten  the  enemy  in  a  i 
and  naval  sense,  to  pull  together  and  beat  them  in 
facturing  and  commerce.  A  return  to  the  old  i 
minded  ways,  small  and  uniform  wages,  restrict 
misdirected  efforts,  seems  impossible.  Both  sides 
have  to  make  changes,  but  the  possibilities  will 
enormous  for  each  party  that  any  throwing  overb< 
ancient  and  out-of-date  rules,  would  be  more  thar 
repaid.  The  cost  of  the  War  is  enormous,  and  v 
not  yet  finished  with  it,  but  if  we  can  commence  op( 
in  a  well-organized  way  immediately  the  struggle 
ished  the  losses  will  be  wiped  out  in  a  very  short  1 

Finally,  besides  the  changes  in  methods,  a 
more  general  introduction  of  labor-saving  n 
ery,  which  may  be  expected  to  occur,  it  is  pi 
that  important  changes  will  have  taken  place 
workers  themselves,  particularly  in  the  me 
have  served  in  the  armies.  Some  people  ] 
that  many  of  them  will  never  go  back  to  t 
work,  but  will  emigrate  to  the  colonies,  whe 
opportunities  are  greater,  which,  if  true,  will 
still  another  factor  in  the  situation.  Perhaps 
ing  better  could  happen  to  the  world  than  a 
to  the  soil"  movement  which  would  cheap< 
necessaries,  but  it  would  intensify  the  labor 
age  in  England.  On  the  continent  there  n 
governmental  interference  with  emigration, 
any  event  it  is  a  common  opinion  among  obs 
that  the  men  who  have  been  in  the  campaigi 
have  received  a  great  stimtdus  from  the  expe 
and  that  they  will  not  be  content  to  work 
imder  the  old  limitations  or  fall  back  into  tl 
contracted  views. 

Scienti^c  Education  ^^anteJ. 


The  more  closely  the  industrial  situation 
amined,  at  home  and  abroad,  the  more  con\ 
is  the  evidence  that  progress  in  industrial  m 
is  botmd  to  be  more  rapid  in  the  future  than 
past,  and  that  a  coimtry's  position  in  trad 
depend  upon  the  degree  of  harmony  in  whic 
ital  and  labor  work  together,  the  receptivity 
population  to  new  ideas,  and  the  fertility,  res 
fulness  and  enterprise  displayed  by  both  emj 
and  wage-earners. 

The  most  remarkable  industrial  develo 
upon  record  has  been  that  of  Germany  since 
in  many  respects  surpassing  even  that  of  the  1 
States,  although  this  cotmtry  is  greatly  supei 
Germany  in  variety  and  extent  of  natural  resc 
The  progress  of  Germany  has  been  won  by 
oping  the  mental  resources  of  her  people  rathe 
hv  develoninp"  the  nhvsical  resources  of  the  co 


German  people  have  been  made  efficient  by  a 
►ugh  system  of  education  and  discipline.  The 
lerful  growth  of  their  industries,  the  vast  ex- 
on  of  their  foreign  trade,  the  proud  position 
had  achieved  before  the  war  as  a  carrier  upon 
eas,  were  the  rewards  of  high  intelligence  and 
tific  industry.  These  achievements  did  not 
by  working  longer  hours  or  more  painfully 
they  had  labored  before.  They  were  tiie  result 
ganization,  leadership  and  a  system  of  practi- 
ducation  for  the  masses  of  the  people  which 
them  individually  more  capable  and  produc- 
han  their  fathers  had  been, 
e  careful  students  of  affairs  in  England  under- 
very  well  the  secret  of  Germany's  progress, 
:hey  do  not  qualify  their  language  in  telling 
own  people  what  must  be  the  conditions  of 
I  competition.  A  recent  number  of  the  London 
:t  contains  a  powerful  editorial,  prompted  by 
all  for  an  Economic  Council  of  the  Allies  to 
ier  policies  after  the  war,  in  the  course  of 
I  it  says : 

e  real  truth,  as  we  of  tiiis  Journal  see  it,  is  that  the 
ation    of   international   trade   by   Germany   can   be 

only  by  other  countries  becoming  at  least  as  well 
ed  in  science  as  Germany  is.  Take  the  case  of  the 
I  Kingdom.  She  became  the  leading  seafaring, 
acturing,  banking,  and  commercial  country  in  the 
nearly  a  century  before  Germany.  And  yet  in  about 
:r  half  a  century  Germany  has  obtained  control  of 
of  the  most  important  branches  of  British  trade, 
nly  that,  but  she  has  obtained  control  of  important 
IS  of  all  the  trade  of  the  Brtish  Empire  and  of 
Continental  countries  as  well.  How  did  she  do  so? 
,  no  doubt,  the  Government  was  behind  all  the  trad- 
'hether  bankers,  manufacturers,  or  merchants.  It 
heir  commercial  traveller  and  their  backer.  But, 
',  Germany  has  attained  to  her  pre-eminence  in  trade 
e  she  was  scientifically  the  best  educated  country  in 
or  Id.  It  would  be  wearisome  to  catalogue  all  the 
les  of  science  in  which  the  Germans  are  superior, 
lore  to  the  point  to  turn  to  ourselves.  We  had  an 
Lse  advantage  in  practically  a  century's  start  of  Ger- 

and  we  are  now  crying  out  that  in  another  half- 
y  Germany  has  beaten  us.  The  question  is,  Why 
ow?^  And  the  answer  to  that  is  simply  dislike  of 
;,  disbelief  in  real  education  and,  lastly,  mental 
nee.  We  have  kept  up  at  the  older  universities  a 
I  of  education  which  was  established  in  the  Middle 

And  we  flattered  ourselves  that  the  kind  of  teach- 
hich  suited  the  Schoohnen  is  also  adapted  to  make 
lers  supreme  in  the  economic  world  of  today.  As 
IS  we  indulge  in  that  folly,  so  long  Germany  will 
IS,  let  us  resort  to  what  alliances  and  what  treaty 
iments  we  may  please." 

is  apparent  that  British  industry  is  having  a 
ugh  shake  up,  and  the  outcome  of  every  such 
•bance  of  old  and  stereotyped  conditions  is 
anization  upon  improved  lines.  Well  informed 
prophesy  that  although  wages  there  will  be  per- 
ntly  higher,  production  costs  after  the  war 
►e  lower  than  before. 

try  m  America. 

it  is  a  fact  that  this  reorganization  of  industry 
d  will  offset  the  losses  of  men  and  rise  of 
5,  what  will  be  the  competitive  position  of  in- 
y  in  the  United  States?  Will  it  likewise  have 
a  gain  in  efficiency  sufficient  to  offset  the  rise 
iges  that  has  taken  place  here,  and  to  reduce 
ost  of  production?    It  sounds  paradoxical  to 


say  that  Europe  will  be  a  more  capable  competitor 
after  suffering  the  losses  of  this  war  than  it  was 
before,  but  it  would  not  be  the  first  time  that  ad- 
versity and  hardship  has  proven  to  be  a  better  train- 
ing school  than  prosperity.  That  is,  in  fact,  the 
common  experience. 

People  are  never  in  greater  danger  from  compe- 
tition than  when  they  think  their  position  is  secure, 
and  it  behooves  the  leaders  of  industry  in  this  coun- 
try, among  both  employers  and  wage-earners,  to 
understand  the  conditions  that  are  likely  to  confront 
them.  They  should  set  themselves  harmoniously 
to  the  task  of  reducing  costs,  not  merely  down  to 
what  they  were  before  the  war,  but  lower.  The 
profits  of  this  period  of  prosperity  will  not  stay 
with  us  long  imless  they  are  used  for  this  purpose, 
and  the  high  wages  of  this  period  will  not  be  per- 
manent if  they  result  in  permanently  higher  costs. 
These  admonitions  should  be  blazoned  in  every 
ofiice  and  workshop.  We  know  that  industry  will 
not  stand  still,  but  it  remains  to  be  seen  whether  its 
progress  will  be  more  rapid  here  or  in  other  coun- 
tries. The  essential  thing  is  to  imbue  everybody 
with  the  spirit  of  progress,  to  inspire  all  with  the 
consciousness  that  change — progress — in  industry 
is  normal  and  inevitable,  and  that  all  classes  are  in- 
terested in  promoting  it. 

We  have  been  accustomed  to  think  of  the  steel 
industry  as  the  most  efficient  of  industries,  but  the 
by-product  coke-ovens  are  only  now  coming  into 
general  use.  The  wastes  in  the  lumber  industry  and 
in  coal  production  are  notorious.  Great  economies 
have  been  accomplished  in  transportation,  but  oth- 
ers are  possible.  In  every  line  of  production  gains 
are  to  be  made  by  progressive  management. 

We  must  uproot  in  this  country  the  idea  that 
when  higher  labor  efficiency  is  urged  it  means  that 
the  wage-earner  must  be  driven  to  more  wearing 
exertions.  Intelligent  employers  know  that  the 
most  efficient  work  is  not  done  by  men  or  women 
who  are  working  beyond  their  strength;  the  work 
must  be  done  with  an  elastic  vigor  which  is  daily 
replenished,  and  which  is  stimulated  by  good  will 
and  a  genuine  interest  in  what  is  being  accom- 
plished. There  is  ample  evidence  that  here,  as  well 
as  in  England,  there  are  latent  resources  in  the 
workers,  of  which  they  are  often  unaware  them- 
selves, and  which  they  would  be  the  better  for 
using.  The  truth  is  that  nobody  improves  or  de- 
velops in  capacity  unless  he  tries  out  his  capacity 
and  makes  use  of  it  at  least  a  part  of  the  time. 

Mr.  James  Couzens,  who  for  thirteen  years  was 
manager  of  the  Ford  Automobile  Works,  in  a  re- 
cent magazine  article,  advocates  high  wages  as  a 
means  of  securing  more  effective  labor  and  of  low- 
ering labor  costs.  He  says  that  the  wage-earner 
"needs  an  incentive  to  freshen  his  interest  and  arouse 
his  ambition,"  and  asserts  that  high  wages  have  been 
profitable  to  the  Ford  Company.  It  has  been  au- 
thoritatively stated  elsewhere  that  every  advance  in 
wages  in  the  Ford  works  has  brought  a  gratifying 
increase  in  the  output. 

High  wages  in  the  Ford  shops  have  been  accom- 
panied by  an  extensive  system  of  paternal,  or 
friendly,  oversight  upon  the  employes,  their  per- 


sonal  habits,  thrift,  aiid  even  their  domestic  rela- 
tions and  manner  of  living.  The  excess  which  the 
company  pays  above  average  wages  is  given  as 
"profit-sharing,"  and  efficiency  and  good  citizenship 
are  required  in  return.  Drinking,  gambling,  un- 
thrift,  unsanitary  living,  quarreling,  domestic  dis- 
cord, are  considered  harmful  to  efficiency,  and  em- 
ployes who  offend  in  these  respects  lose  a  part  or 
all  of  their  participation  in  profits,  and  if  they  are 
incorrigible  must  ultimately  give  up  their  places 
to  others  who  are  willing  to  co-operate  with  the 
policy.  The  share  of  profits  withheld  while  the 
offender  is  under  discipline  are  not  saved  to  the 
company's  treasury  but  turned  into  a  charity  fund. 
The  scheme  is  parental  and  educational,  and  it  is 
said  that  few  fail  to  respond  to  it.  If  men  do  not 
develop  efficiency  in  one  class  of  work  they  are 
shifted  repeatedly,  but  it  is  not  considered  a  kind- 
ness to  a  man  to  allow  him  to  remain  inefficient. 
One  of  the  objects  held  up  by  the  management  is 
to  develop  the  capabilities  of  men  for  their  own 
good  as  well  as  to  increase  their  value  as  employes, 
and  the  employes  seem  to  accept  the  regulations  as 
of  this  intent. 

It  does  not  follow  that  the  Ford  plan  is  applicable  to 
all  industries  and  all  cases,  but  it  is  certainly  a  highly 
interesting  experiment,  and  it  has  gone  far  enough, 
and  is  sufficiently  supported  by  other  experience, 
to  show  that  there  are  great  latent  resources  in  the 
human  factor  of  industry,  and  that  greater  effi- 
ciency does  not  necessarily  entail  greater  fatigue  or 
more  oppressive  working  conditions.  The  best 
method  of  securing  that  greater  efficiency  is  a  mat- 
ter over  which  there  may  be  differences  of  opinion, 
but  the  importance  and  desirability  of  securing  it 
cannot  be  sensibly  disputed.  If  it  could  be  magi- 
cally obtained -simultaneously  in  every  industry  the 
effect  would  appear  in  a  greater  abundance  of  all 
necessaries  and  comforts  for  everybody,  and  this  is 
the  end  for  which  higher  wages  are  sought. 

One  feature  of  Mr.  Couzens'  article  is  his  com- 
ment upon  the  complaint  that  by  raising  wages 
above  tlie  customary  rates  the  Ford  company  is  set- 
ting a  pace  which  otlier  manufacturers  cannot  fol- 
low, and  disturbing  tlie  labor  market.  He  says : 
^  "As  for  the  employer,  it  is  up  to  him  to  meet  competi- 
tion in  wages  as  in  everything  else,  and  if  he  cannot  sur- 
vive on  that  basis  the  sooner  he  goes  out  of  business  the 
better  for  himself,  for  his  employees,  for  his  community, 
and  for  his  country. 

"There  is  no  law  of  God  or  man  by  which  a  merchant 
or  manufacturer  is  guaranteed  protection  against  his  own 
incapacity.  There  is  nothing  sacrosanct  about  manufac- 
turing or  merchandising.  There  is  not  even  any  way  of 
knowing  beforehand  whether  a  man  is  endowed  with  the 
talents  necessary  to  engage  in  any  business.  If  he  has 
sufficient  capital  to  start  with,  or  an  influential  relative 
to  put  him  in  a  commanding  position,  he  is  licensed  to 
practise.  Why  his  competitors  should  be  asked  to  worry 
about  his  success  is  something  I  am  quite  unable  to  under- 
stand. He  fails,  as  a  matter  of  fact,  more  often  than  he 
succeeds,  and  if  the  world  waited  for  the  derelicts  to 
raise  the  standard  of  wages  it  would  be  a  long  wait." 

This  is  plain  talk,  but  it  seems  to  be  unanswer- 
able, subject  to  the  condition  that  competition  shall 
conform  to  sound  and  wholesome  business  princi- 
ples. According  to  the  argument  there  is  nothing 
to  condemn  in  the  policy  of  paying  higher  wages 
than  competitors  or  selling  at  lower  prices  than 


competitors,  even  though  this  may  elimina 
competitors,  and,  subject  to  the  above  qualific 
this  is  the  pathway  of  industrial  progress, 
natural  effect  of  the  policy  would  be  to  brii 
most  capable  managers  and  the  most  capable 
ers  together  and  to  give  them  leadership,  bi 
policy  has  not  been  in  favor  in  this  country. 
If  it  is  sound  policy  for  managers  in  the  pa 
of  wages,  why  is  it  not  sound  policy  for  the 
ers  in  the  earning  of  wages,  and  why  shoulc^ 
be  insistence  upon  the  same  wage  reg^rdl 
earning  power? 

The  Tavenncr  Bill. 


While  the  leaders  of  industry  and  stude 
economic  conditions  are  striving  to  impre 
country  with  the  necessity  for  the  developm 
efficiency,  Congress  has  confirmed  its  previc 
tion  condemning  modern  methods  for  the  i 
tion  of  efficiency  in  Government  works. 

The  Sixty-third  Congress  voted  an  amer 
upon  the  army  and  navy  appropriation  bills,  1 
ding  any  officer,  superintendent  or  foreman 
charge  of  the  work  of  any  employe  of  the  " 
States  Government  to  make  with  a  stop-wa 
other  time-measuring  device,  a  time  study  ( 
job,  or  of  the  movements  of  any  employe,  ar 
prohibits  the  payment  of  any  premium  or  bor 
expediting  work.  This  provision  was  ain 
the  so-called  Taylor  efficiency  system  whic 
been  installed  in  several  of  the  arsenals. 

The  Tavenner  bill  extends  this  prohibitior 
Government  work,  but  since  it  was  in  an  ur 
able  place  on  the  calendar  its  advocates  have 
resorted  to  amendments  to  the  appropriatioi 
On  June  22nd  its  provisions  were  incorpon 
the  fortifications  bill  by  a  vote  in  the  Ho 
197  to  115. 

In  the  debate  which  preceded  the  vote  Coi 
man  Moore,  of  Philadelphia,  presented  a  ; 
against  the  legislation  from  employes  of  the  '. 
ford  Arsenal,  Philadelphia,  and  the  House 
down  an  amendment  providing  that  efficiem 
stop-watch  systems  might  be  retained  or  r< 
in  any  shop  by  a  referendum  to  the  employes 

The  stop-watch  is  used  in  systematizin 
standardizing  work,  to  determine  definite!; 
much  time  is  required  for  the  several  portior 
task  when  the  work  is  performed  in  the  ap 
manner.  It  is  a  feature  of  the  instruction  by 
unnecessary  motions  are  eliminated,  and  a  < 
workman  is  trained  to  be  an  efficient  one. 
present  Secretary  of  War,  in  a  letter  to  the  S 
of  the  House,  stated  that  the  wages  paid,  "ai 
rate,  irrespective  of  their  response  to  the  tin 
tern,  is  the  current  rate  of  the  community  fc 
ilar  work  and,  in  addition  to  tliat,  premiui 
offered,  not  large,  but  large  enough  to  sti 
continuous  and  faithful  activity."  It  was  i 
dence  that  the  output  of  the  Watertown  i 
had  been  increased  from  50  to  100  per  cent, 
system.  Secretary  Baker  went  on  to  say 
same  letter : 

"The  legislation  which  is  being  urged  upon  Con^ 
advocated  by  organized  labor  which  is  opposed 
system  intended  to  be  prohibited,  for  the  essential 


is  embodied  in  the  charge  that  it  is  a  speeding-up 
.  I  can  not  understand  this  charge  as  having  any 
meaning  than  that  the  work  required  of  the  em- 
;  by  the  system  is  unduly  severe.  Of  the  truth  of 
arge  in  the  practice  of  the  system  at  the  Watertown 
1,  there  is  no  evidence  whatever,  but  there  is  a 
leal  of  evidence  the  other  way.  There  is  no  com- 
of  overwork  at  the  arsenal,  and  no  workman  has 
ischarged  because  of  failure  to  meet  the  require- 
of  the  system."  ,     ,  .  ,     ,  j    t, 

prohibit  the  system  of  which  the  record  shows  un- 
i  advantages  both  to  the  Government  and  to  the 
ees,  because  of  a  charge  unsupported  by  evidence, 
ti  by  any  attempted  evidence,  for  there  has  been 
»rt  to  prove  overwork  at  the  Watertown  Arsenal, 
to  me  to  be  most  unwise." 

rkmen  in  the  arsenals  have  an  eight-hour. 
nth  15  full  days  of  vacation  in  the  year,  seven 
al  holidays  and  13  half-holidays  in  the  sum- 
iason,  in  all  ten  per  cent,  of  the  working  time 
th  full  pay. 

:  report  of  the  minority  of  the  House  Commit- 
Dndemning  the  Tavenner  proposal  refers  to 
effect  which  such  action  by  the  government 
;  time  would  have  upon  industrial  progress  in 
)untry,  and  says : 

5  self-evident  that  if  a  system  is  so  nefarious  as  to 
the  Government  in  imposing  the  penalty  of  im- 
nent  upon  a  Brigadier-General  or  Cabinet  officer, 
system  would  be  so  obnoxious  that  any  private 
icturing  establishment  would  be  obliged  to  discard 
it  is  made  a  crime  for  a  public  officer  to  make  a 
udy  for  the  purpose  of  fixing  a  standard  of  service 
a  premium,  it  is  equally  reprehensible  for  a  private 
to  do  tiie  same  thing." 

:  case  illustrates  the  fundamental  weakness 
e    government    in    industrial    undertakings. 


The  management  of  the  shops  is  taken  out  of  the 
hands  of  the  officials  who  have  them  in  charge,  and 
who  feel  some  personal  responsibility  in  their  suc- 
cessful operation,  by  a  vote  of  Congress,  without 
any  evidence  to  warrant  the  action.  Of  course  effi- 
ciency is  not  to  be  expected  under  such  conditions. 

The  especial  applicability  of  the  Taylor  system  to 
Government  operations  has  been  pointed  out  by  Mr. 
Ray  Stannard  Baker,  in  a  recent  appreciation  of  the 
work  of  F.  W.  Taylor,  author  of  the  system.  Mr. 
Baker  says: 

Mr.  Taylor's  system,  or  something  closely  resembling 
it,  must  increasingly  become  the  basic  method  of  control- 
ling industry.  The  rnoment  competition  disappears  in  any 
branch  of  human  activity  the  need  of  new  scientific  basis 
for  measuring  values  becomes  imminent.  The  especial 
difficulty  in  all  Government  work  to-day  is  the  absence  of 
standards.  No  one  knows  how  much  work  a  man  should 
do,  or  how  he  should  do  it  most  efficiently,  or  what  should 
be  the  fair  relationship  between  a  given  task  and  the  com- 
pensation paid  for  it.  It  is  not  without  significance  that 
few  managers  have  seized  upon  the  Taylor  system  with 
such  alacrity  and  satisfaction  as  the  able  engineers  in  con- 
trol of  Government  arsenals  and  navy  yards. 

That  the  labor  organizations  should  be  opposed  to 
efficiency  systems  is  something  to  be  regretted,  but 
they  have  been  too  persistently  wrong  in  their  atti- 
tude toward  efforts  to  increase  the  productivity  of 
industry  for  their  opposition  in  any  instance  to  be 
accepted  as  conclusive.  It  is  an  habitual  attitude, 
for  which  explanation  and  even  justification  may 
be  found  in  the  history  of  industry,  but  as  an  habit- 
ual attitude  it  is  wrong.  The  increase  of  produc- 
tivity is  more  important  to  the  poor  man  than  to  the 
rich  man ;  the  latters'  needs  are  already  amply  sup- 


STATEMENT  OF  RESOURCES  AND  LIABILITIES  OF  EACH  OF  THE  TWELVE  FEDERAL 
RESERVE  BANKS  AT  THE  CLOSE  OF  BUSINESS  JUNE  23,  1916. 
(In  Thousands  of  Dollars) 


^SOURCES 

in  and  certif's.  Set- 
fund.  Or.  Balances 

ttlement  Fund 

jdemptionFund... 

Boston 

6,055 

14,430 

5 

N.Y. 

156,378 

4.055 

250 

Phila. 

9,087 

13,287 

50 

Clev'd 

12,785 

11,302 

32 

Rich'd 

5,049 

14,663 

410 

Atlanta 

6,220 

5,392 

483 

Chicago 

42,939 

4,562 

200 

St.  Louis 

4.974 

6.394 

88 

M'npl's 

6,455 

5,628 

30 

Kas.City 

4,225 

8,181 

79 

Dallas 

5.735 

9,055 

257 

S.Fr'sco 

5.741 

9,152 

10 

Total 

265.643 

106.101 

1,894 

3tal  gold  reserves., 
ender  notes,  Silver 
sand  Sub.  coin.... 

20,490 
17 

160.683 
7,762 

22,424 
181 

24.119 
1,126 

20,122 
204 

12,095 
542 

47.701 

1.777 

11.456 
1.050 

12.113 
695 

12.485 
145 

15.047 
518 

14.903 
9 

373.638 
14,026 

3tal  Reserves 

20,507 

168,445 

22,605 

25,245 

20,326 

12,637 

49.478 

12.506 

12.808 

12,630 

15,565 

14,912 

387,664 

mption  fund— F.  R. 
notes 

279 
12,174 

433 
23,341 

815 
10.294 

270 
4,501 

5,257 
800 

2,774 
1,559 

1,921 
3.892 

571 
3.657 

876 
1.799 

400 

1,944 
1,117 

50 
5,384 

426 
5,819 

450 

scounted,  Members 

rcial  paper 

ight  in  open  market 

20,750 
68,953 

otal  bills  on  hand.. 

12.453 

23,774 

10,909 

4,771 

6,057 

4.333 

5,813 

4.228 

2,675 

3,061 

5,384 

6,245 

89.703fc) 

lent  U.S.  Bonds... 
ar  U.S.  Treas.  notes 
pal  Warrants 

8.082 

250 

2,620 

3,463 
1,532 
4,728 

3.538 

462 

1,881 

6.706 
4,587 

1,605 

456 

60 

1.684 
350 

9,753 
3.401 

2,959 
380 
941 

3,512 

350 

1,239 

9,853 
410 
430 

3,111 

3.609 
1,747 

52,875 

4,190 

21,632 

otal  Earning  Assets 

18,405 

33,495 

16,790 

16,064 

8.178 

6  367 

18,967 

8,508 

7.776 

13.754 

8,495 

11,601 

168,400 

[Reserve  Notes,  net 
m  other  F.R.  Banks 

965 

4.759 
92 

13,718 
293 

402 

4,514 
35 

327 

1.194 
344 

934 
173 

1,728 

520 
1,141 

1.700 

6.585 
432 

1,220 

1,494 
336 

844 

848 

108 

1.870 
391 

212 
904 

2,109 

1.789 
138 

23,013 

19,287(b) 
4,387 

er  resources 

.RESOURCES 

44.728 

215,951 

44,346 

43,174 

29,611 

22,393 

77.162 

24,064 

22,384 

2.577 

734 

19,073 

29,045 

25,226 

30,549 

603,201 

ABELITIES 

Paid  in 

ment  Deposits 

e  Deposits,  net 

I  Reserve  Notes-net 
1  Reserve  Bank 
sin  circulation 

other  F.  R.  Banks 

4,925 
3.867 
35.857 

79 

11,281 
15.681 
183,557 

5.432 

5,216 

5,680 

33,438 

12 

5,966 
1,251 
35,957 

3,357 
7.580 
14.593 
4.015 

66 

2,468 

8.646 

11,161 

118 

6.673 

6.291 

64.198 

2,790 
3,562 
17,712 

3.001 

1.560 

21.999 

762 

1,723 

2.676 

6.185 

11.914 

4,451 

8.933 

8.462 

23.154 

54.863 
64,499 
472,613 
9.228(a) 

1.723 

er  Liabilities 

275 

.LIABILITIES 

44.728 

215.951 

44.348 

43.174 

29,611 

22.393 

77,162 

24,064 

22,384 

29,045 

25.226 

80.549 

603.201 

Total  Reserve  notes  in  circulation,  153.038.  \ 

is  7o'w^anf  the  cliff ?esi^?^if  7^  Sf*^r^\^l?^'"^^  Reserve  Banks.  19,287.  the  Gold  Reserve  against  Net  deposit  and  note  Liabilities 
a^i^t  ne^'?abilftieVoTKdeV\PR'ier^t  N^  ^^^  "°^«  l^-^^"«««  ^«^'  «^"i^^  ^^^^^  '"^  ^^^^  ^^«^^« 

Maturities  of  bills  discounted  and  loans:  within  10  days,  14.451;  to  3C 


89.703 


days,  12.918;  to  60  days.  81,680;  other  maturities.  30,654 ;  Total: 


plied,  and  additional  abundance  which  raises  the 
level  of  the  common  supply  is  more  significant  to 
the  former.  When  the  waters  of  a  lake  subside  it 
is  the  shallow  places,  not  the  deeps,  that  are  first 
uncovered. 

The  Bond  and  Stock  Market  for  June. 

The  most  important  bond  offering  in  June  was  the 
Imperial  Russian  Government  6^%  Loan.  The 
terms  of  this  loan  present  several  new  features  in 
Government  financing,  which  should  be  carefully 
noted  by  our  investors.  A  credit  of  $50,000,000 
has  been  established  in  this  country  by  American 
bankers  for  the  Russian  Government,  and  at  the 
same  time  a  credit  in  Russia  for  150,000,000  rubles 
has  been  granted  to  our  bankers,  at  the  fixed  ratio  of 
three  rubles  per  dollar.  Principal  and  interest  on  the 
credit  arranged  here  is  payable  in  New  York,  in 
U.  S,  gold  dollars.  The  credit  will  run  for  three 
years  unless  otherwise  retired,  as  provided  in  the 
loan.  The  American  bankers  have  an  option  during 
the  three  years  to  use  the  credit  in  Russia  to  pur- 
chase Imperial  Russian  Government  5-year  5^2% 
bonds  at  94^%,  less  a  4J^%  commission,  on  the  basis 
of  three  rubles  for  the  dollar.  Applications  for 
participation  were  in  excess  of  the  amount  of  the 
credit  and  the  loan  quickly  advanced  to  a  premium. 
It  is  now  selling  around  100^,  yielding  over  6.25%. 
In  addition  to  this  yield  as  a  straight  investment, 
the  loan  is  safeguarded  by  payment  in  this  coimtry 
in  U.  S.  gold,  and  offers  an  opportunity  to  profit  by 
any  future  rise  in  exchange.  The  ruble  is  normally 
worth  51.456c.,  but  on  account  of  the  decrease  in 
Russian  exports  and  heavy  purchases  abroad  for 
the  war,  has  recently  declined  to  about  30.75c.  This 
new  loan,  because  payable  in  New  York  in  dollars, 
is  not  only  protected  from  loss  in  a  further  de- 
cline in  the  value  of  the  ruble,  but  provides  the 
privilege  to  exercise  the  option  on  the  5-year  Im- 
perial Government  bonds,  or  use  the  credit  in  Rus- 
sia for  ordinary  exchange  operations  if  the  value  of 
the  ruble  goes  up.  The  profit  which  may  come  from 
a  rise  in  exchange  is  to  be  divided  equally  with  the 
Russian  Government.  Should  the  credit  in  Russia 
be  used,  the  credit  in  New  York  will  be  reduced 
correspondingly.  This  transaction  has  awakened 
new  interest  on  the  part  of  American  investors  in 
Russian  resources,  and  the  possibilities  of  profitable 
participation  in  the  future  development,  of  that 
country.. 

Pending  the  investigation  by  the  City  of  Chicago 
in  regard  to  the  unification  of  all  the  elevated  and 
surface  lines  in  the  City,  the  Chicago  Elevated  Rail- 
ways has  announced  an  extension  of  its  two-year 
notes  for  three  years,  at  6%,  including  the  deposit 
of  additional  security. 

Several  bond  issues  of  Canadian  provinces  and 
municipalities  have  been  brought  out  in  this  market 
during  June.  Among  these  issues  are  $4,000,000 
Province  of  Ontario  10-year  5s  on  a  4.85%  basis; 
$4,000,000  Province  of  Quebec  10-year  5s  on  a 
4.90%  basis,  and  $5,000,000  Government  of  New- 
foundland 3-year  5s  on  a  5.20%  basis.  Following 
the  practical  closing  of  the  English  money  market 
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minion  are  finding  a  ready  market  in  the 
States.    Such  issues  should  appeal  to  our  in 
as  being  close  at  hand  and  similar  in  many  v 
our  own  forms  of  investment. 

Five  Million  Dollar  Baltimore  and  Ohio 
4J^  %  Equipment  Trust  Certificates  were  sol 
4.30%  basis.  A  plan  of  reorganization  ha 
announced  for  the  Pere  Marquette  Railroa 
the  voluntary  plan  of  reorganization  for  the  '. 
apolis  and  St.  Louis  R.  R,  has  been  d^ 
operative.  • 

Bond  prices  have  declined  fractionally,  a 
volume  of  sales  on  the  New  York  Stock  Ex 
has  decreased.  The  average  price  of  40 
bonds,  as  compiled  by  the  Wall  Street  Journ 
94.06  on  June  24th,  compared  with  94.49  Ju 
Daily  sales  on  the  Exchange  to  the  close  o 
ness  on  the  24th  averaged  $3,423,700,  cot 
with  $3,791,000  in  May,  $3,707,000  in  Api 
$2,229,000  in  June,  1915. 

Stock  prices  have  also  declined  during  the 
The  average  price  of  20  railroads,  as  comp 
the  Wall  Street  Journal,  was  105.45  on  th( 
compared  with  107.06  on  the  1st,  and  of  12 
trials  121.20  on  the  24th,  compared  with  12: 
the  1st.  The  prices  do  not  represent  wider  f 
tions  that  have  taken  place  in  individual 
Daily  sales  up  to  the  24th  have  averaged  ^ 
shares,  compared  with  677,990  shares  in  Ma] 
000  shares  in  April,  and  423,300  shares  in 
1915.  Railroad  stocks  still  hold  a  favorabl 
tion,  due  to  continued  good  returns,  but  the 
of  the  companies  to  reach  an  agreement  w 
employees  in  regard  to  wage  advances  has  ii 
an  element  of  caution  among  traders  in  this  c 
securities.  The  commercial  position  of  the 
States  has  become  so  well  grounded  in  inc: 
cash  resources  and  production  of  commodil 
quired  at  present  by  other  nations,  that  infl 
not  of  a  fundamental  character  cannot  have 
manent  effect  on  security  prices. 

Discount  Rates. 


Discovnt  rates  of  each  Federal  Reserv 
in  effect  June  28,  1916. 


MATURITIES 

Agricultural 

and  livestock 

paper  over  90 

days. 

Trade  a 
ancc 

10 
days 
and 
less. 

over 10 
days  to 
30  days, 
inclus- 
ive. 

over  30 
to  60 
days, 
inclus- 
ive. 

over  60 
to  90 
days, 
inclus- 
ive. 

To 

60 
days, 

in- 
clu- 
sive. 

Boston 

New  York 

Philadelphia. 
Cleveland.... 
Richmond.. .. 

3 
3 
3 

3^ 
4 

4 
4 
4 
4 

4 
4 

4 
4 
4 

4 

4 
4 
4 
i% 
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4 

5 

5 
5 
6 

3 

354 
3 
3 

3>^ 

C3i-4 

DS" 

z% 

z% 

3 

Atlanta 

Atlanta 
New  Orleans  br 

Chicago 

St.  Louis 

Minneapolis  . 

3'A 
3 

4 

4 

4 

i% 

4 

914 

4 

4 

U 

4 

4 

4 

4% 

4 

5 
5 
5 
5 

A% 
5J4 

Kansas  City.. 
Dallas 

4 

SanFrancisco 

3 

A  Rate  for  commodity  paper  maturiner  within  90  days. 

B  Rate  for  bills  of  exchange  in  open  market  operations;  / 
— 514;  paper  bought,  Dallas  3  —  5. 

C  Rate  for  trade  acceptances  bought  in  open  market,  with 
ber  bank  indorsement. 

D  A  rate  of  2  to  4  per  cent  for  bills  with  or  without  mem 
indorsement  was  authorized  on  Dec.  21, 1915. 

E  Rate  for  commodity  paper  maturing  within  30  days,  35^ 
over  30  to  60  days.  4  per  cent;  over  60  to  90  days,  4>^  per  cen 


"City  BanK  Service/* 


CORRESPONDENTS  and  depositors  find  this  service 
unsurpassed.  It  is  the  outgrowth  of  loo  years'  business 
experience  and  success. 

The  excellence  of  the  service  is  attested  by  the  con- 
tinuous growth  of  our  resources. 

The  service  is  available  to  you  and  might  become 
invaluable.  We  should  be  glad  to  hear  from  bankers, 
merchants  and  manufacturers  who  contemplate  opening 
a  New  York  account  or  who  may  wish  to  establish  new 
or  additional  banking  facilities. 

None  too  large;  none  too  small. 

THE  NATIONAL  CITY  BANK  OF  NEW  YORK. 


1812 
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U.  S.  SECURITIES 
GOVERNMENT   FINAN 
ECONOMIC 
AND   FINANCIAL 
CONDITIONS 


General  Business  Conditiona. 

NOTWITHSTANDING  the  influ- 
ence of  midsummer  weather  there 
has  been  practically  no  let  up  in 
industry  during  the  past  month. 
Trade  has  been  slightly  less  active, 
for  it  is  between  buying  seasons,  but  mills  and 
factories  are  sold  so  far  ahead  that  there  has  been 
no  relaxation  of  the  pressure  upon  them.  The 
market  for  munition  stocks  has  been  affected  by 
reports  that  war  business  was  nearing  an  end, 
but  later  news  shows  that  there  is  no  warrant 
for  this  opinion.  All  present  signs  are  against 
an  early  termination  of  the  war.  The  Allies  have 
been  inspired  with  new  confidence  and  the  Ger- 
manic powers  are  not  disheartened.  After  two 
years  of  war,  money  is  raised  as  easily  as  in  the 
first  six  months.  The  reserves  of  the  great  banks 
of  England,  France,  Germany  and  Russia  are 
about  as  strong  in  proportion  to  their  liabilities 
as  they  were  a  3^ear  ago.  The  Bank  of  England 
is  in  stronger  position  now  than  it  was  in  July, 
1915,  its  reserve  on  July  1st  last  being  28  per 
cent,  as  against  16  at  the  corresponding  date. 
1915.  At  the  beginnine  of  July,  1915,  the  gold 
reserve  of  the  Bank  of  France  against  circulation 
was  32  per  cent.,  of  the  Bank  of  Germany,  43 
per  cent.,  and  of  the  Bank  of  Russia,  48  per  cent. 
At  July  1,  1916,  the  gold  reserve  of  the  Bank  of 
France  was  30  per  cent.,  of  the  Bank  of  Ger- 
many, 37  per  cent,  and  of  the  Bank  of  Russia. 
47  per  cent.  These  figures  do  not  indicate  rapid 
proerress  toward  ruin. 

The  belligerents  are  all  producing  vastly  more 
war  supplies  than  a  year  ago,  and  the  Allies  are 
probably  less  dependent  upon  the  United  States 
than  they  were,  but  fighting  at  the  present  pace 
takes  ammunition  and  supplies  upon  an  im- 
mensely greater  scale.  When  trade  opportunities 
in  all  parts  of  the  world  are  taken  Into  the  ac- 
count there  appears  to  be  little  probability  of  a 
decline  of  American  exports  while  the  war  lasts. 
The  steel  industry  is  working  at  high  pressure 
and  earnings  for  the  last  six  months,  and  particu- 
larly for  the  last  three  months,  have  been  phe- 
nomenal. The  net  earnings  of  the  United  States 
Steel  Corporation  for  the  second  quarter  of  the 
year  were  $81,000,000,  and  for  the  third  quarter 
are  likely  to  be  more  rather  than  less.    In  view  of 
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the  very  favorable  results  and  in  partial  C( 
sation  for  the  suspension  of  dividends  las 
the  directors  have  authorized  an  extra  divi( 
1  per  cent,  upon  the  common  stock.  Th 
bulk  of  the  earnings  are  kept  in  the  treasu 
will  be  expended  for  the  improvement  a 
largement  of  the  company's  facilities.  Th 
policy  is  being  pursued  by  the  steel  con 
generally.  The  Bethlehem  Company  w 
pend  $70,000,000  upon  its  new  acquisitio 
Pennsylvania  Steel  Company  and  the  Ms 
Steel  Company. 

The  expansion  of  industrial  capacity  i 
general  Despite  the  present  high  costs,  b 
operations  are  active  over  the  country. 
"Commercial  and  Financial  Chronicle"  : 
that  a  compilation  of  building  permits  f 
cities  shows  an  aggregate  in  the  six  i 
ended  June  30th,  of  $522,300,000  as  againsi 
716,573  in  the  corresponding  period  of  191^ 
figures  have  never  been  exceeded  except 
first  six  months  of  1909,  when  they  were 
000,000.  The  explanation  for  this  activity 
floor  space,  storage  room  and  housing  cj 
have  been  imperatively  demanded.  Peopl 
rule,  do  not  build  when  they  can  builc 
cheaply,  but  when  expanding  business  n 
it,  and  they  order  machinery  under  the  sa] 
cumstances. 

The  shipbuilding  industry  is  being  rapi( 
larged,  and  plenty  of  work  is  in  sight  for  ! 
vears.  The  Senate  program  to  build  15/ 
for  the  navy,  including  16  of  the  largest 
battle-ships  and  cruisers  in  the  next  three 
is  enough  in  itself  to  assure  great  activity 
ship  yards. 

The  railroads  continue  to  have  an  ur 
dented  traffic.  The  returns  for  May  were 
as  satisfactory  as  in  other  months  precedin 
for  the  year  ended  June  30,  have  doubtles: 
new  record  in  both  gross  and  net  eai 
Within  the  last  week  the  principal  carrier  i 
England  has  found  it  again  necessary  to 
strictions  upon  freight  offerings.  Unfortu 
the  danger  of  a  strike  still  hangs  over  the 
trv,  the  trainmen  having  undoubtedly  givei 
officials  full  authority  to  call  one.  In  the 
perous  condition  of  the  roads  they  can  aff 
pay  proper  wages  to  their  employes,  but  th 


s  a  legitimate  interest  in  the  controversy, 
:s  rights  should  be  asserted  at  least  to  the 
t  of  insisting  that  there  shall  be  no  interrup- 
f  service. 

s  a  deplorable  fact  that  there  are  circum- 
al  and  authentic  reports  going  to  show  that 
in  some  instances,  instead  of  being  inspired 
^her  pay  to  greater  productiveness,  is  be- 
g  less  efficient.  In  one  instance  under  our 
nation,  a  large  employer,  v^hose  attitude 
i  labor  is  that  of  sympathetic  considera- 
eports  that  after  raising  v/ages  three  times 
L  a  year  the  output  per  man  is  in  serious 
'.  less  than  before.  The  superintendents  in 
liate  charge  of  operations  attribute  these 
5  to  indifference,  loss  of  discipline,  and  the 
lat  other  jobs  can  be  easily  had.  It  is  need- 
say  that  this  development  is  disappointing  to 
lo  are  sincerely  interested  in  seeing  the 
rd  of  wages  and  of  living  advanced,  but  it 
ites  the  fact  that  normal  progress  is  by 
il  rather  than  revolutionary  processes. 

ropg* 

crops  are  at  a  critical  stage  and  reports 
[ifferent  sections  are  conflicting.  The  win- 
leat  crop  has  been  harvested  under  good 
}r  conditions.  The  acreage  was  reduced, 
le  stand  over  most  of  the  territory  was 
the  average,  but  the  grain  is  of  good  qual- 
pring  wheat  was  doing  handsomely  up  to 
ddle  of  July,  but  it  has  been  attacked  by 
id  the  damage  m.ay  be  serious.  The  price 
^at  has  advanced  about  15' cents  a  bushel 

the  month.     Fortunately  the  surplus  of 

from  last  year's  crop  is  large  and  the 
t  available  for  consum.ption,  during  the 
r  year  will  probably  be  up  to  the  average. 
Canadian  crop  has  promised  to  be  above 
erage,  but  rust  is  spreading  in  the  north- 
rovinces  and  it  may  share  the  fate  of  the 
n  this  side  of  the  line. 

corn  crop  had  a  late  start  but  made  re- 
:)le  progress  in  July  under  the  hot  weather, 
now  reached  the  stage  where  the  heat  will 
nagmg  unless  rains  are  timely.  Reports 
)klahoma,  Texas  and  Kansas  indicate  that 
las  been  done,  and  rain  is  needed  in  over 
f  the  important  com  states, 
hay  crop  is  a  heavy  one  but  some  loss  has 
uffered   from   excessive   rains.     Oats   and 

have  been  harvested  in  good  condition, 
2S  promise  a  good  yield, 
cotton  crop  is  also  in  an  uncertain  state, 
reage  is  about  twelve  per  cent,  larger  than 
jar's,  and  the  promise  up  to  the  middle 
I  was  for  a  crop  of  approximately  14,500,- 
les.  Smce  then,  however,  the  states  from 
la  to  the  Mississippi  river  have  suffered 
n  almost  unprecedented  rainfall,  and  the 
is  undoubtedly  been  seriously  injured.  A 
I  of  the  country  west  of  the  Mississippi  is 
ig  from   drought.     At  this  writing  it  is 


difficult  to  estimate  what  the  outcome  will  be. 
The  consumption  of  cotton  by  American  mills 
for  the  year  ended  July  31  has  been  approxi- 
mately 7,500,000  bales,  the  largest  on  record,  but 
the  exports,  about  6,200,000  bales,  are  light,  on 
account  of  the  closing  of  the  markets  of  Central 
Europe.  English  stocks  have  been  reduced, 
owing  to  the  scarcity  of  ships  and  high  charges, 
but  freight  rates  are  now  much  lower.  The  1915 
crop  was  about  12,000,000  bales,  and  the  carry- 
over from  the  big  crop  of  1914  has  been  ma- 
terially reduced.  If  the  war  should  end,  so  that 
the  bare  markets  of  Germany  and  Austria-Hun- 
gary can  be  reached,  the  new  crop  is  expected  to 
bring  a  high  price,  but  if  these  markets  remain 
inaccessible  and  the  crop  is  above  13,000,000 
bales  it  is  probable  that  there  will  be  cotton  to 
carry  into  the  next  year.  The  price  at  13>^  cents 
seems  to  be  fairly  well  adjusted  to  the  situation. 

While  the  food  crops  are  not  as  abundant  as 
in  some  years  they  are  likely  to  be  fairly  ade- 
quate to  our  needs.  Live  stock  of  every  kind 
is  bringing  high  prices.  Wool  is  very  high,  ow- 
ing to  the  embargo  upon  the  product  of  Great 
Britain  and  the  Colonies,  and  the  extraordinary 
demand  for  the  armies.  Altogether  the  buying 
power  of  the  agricultural  population  promises  to 
be  well  sustained. 

Foreign  TraJe  ancl  Exchange. 

The  figures  for  our  foreign  trade  in  the  fiscal 
vear  ended  June  30th  last  have  been  given  out 
by  the  Department  of  Commerce.  They  show 
-xports  of  $4,334,000,000,  imports  of  $2,198,000,- 
XO,  and  a  balance  on  merchandise  account  of 
^2.136.000.000.  The  month  of  June  contributed 
$219,000,000  to  this  balance,  being  second  to  the 
month  of  May,  when  the  balance  was  $245,692.- 
298. 

Notwithstanding  this  enormous  trade  balance, 
accruing  for  the  most  part  against  Great  Britain 
and  her  Allies,  demand  sterling  exchange  has  been 
kept  steady  at  a  little  below  $4.76,  sustained  un- 
doubtedly by  sales  of  securities  in  this  market 
and  the  shipments  of  gold  from  Ottawa  and  Lon- 
don.^ The  heavy  movement  of  gold  indicates  that 
British  holdings  of  securities  have  been  withheld 
from  the  market  during  the  late  reactionary 
period,  instead  of  being,  as  some  have  surmised, 
an  influence  for  the  decline. 

The  British  government  is  proceeding  with  its 
policy  of  buying  and  borrowing  American  se- 
curities from  British  owners,  and  has  been  trans- 
mitting large  amounts  to  its  agents  in  this  coun- 
try. The  probability  is  that  those  which  it  buys 
will  be  sold  outright  in  this  market  when  that  can 
be  done  without  loss.  And  presumably  many  have 
been  sold.  The  Chancellor  of  the  Exchequer  by 
way  of  explaining  the  fact  that  Treasurv  ex- 
^^"<^i^"res  have  been  running  at  the  rate  of  $30,- 
000,000  per  day,  recently  stated  that  actual  ex- 
penses were  not  exceeding  $25,000,000,  the  former 
figures  including  the  purchases  of  American  se- 
curities. 


The  general  policy  of  the  government  in  ac- 
quiring these  securities,  in  laying  an  extra  10  per 
cent,  tax  on  income  from  them,  and  an  explanation 
and  defence  against  criticism,  was  made  in  Parlia- 
ment recently  by  Mr.  Montague,  of  the  Treasury. 
It  is  reported : 

Mr.  Montague  said  that  no  securities  would  be  liable  to 
the  tax  unless  the  Treasury  were  willing  to  ta-ke  them 
either  on  purchase  or  on  deposit.  As  the  Treasury  did 
not  want  to  be  snowed  under  by  thousands  of  offers  of 
small  amounts  of  securites  they  fixed  the  limit  at  5,000 
dollars,  but  they  were  perfecting  a  scheme  by  which  hold- 
ers of  smaller  amounts  than  5.000  dollars,  who  wanted  to 
lend  or  deposit,  would  be  enabled  to  do  so,  through  the 
kind  agency  of  the  banks,  by  joining  together  and  forming 
larger  amounts.  The  reason  for  the  delay  in  the  publicsb- 
tion  of  the  lists  of  securities  was  that  the  Treasury 
wanted  to  regulate  the  stream  of  offers  from  week  to 
week.  They  believed^  that  60  per  cent,  of  what  they  re- 
quired would  be  derived  from  the  lists  now  published, 
and  when  they  were  got  rid  of,  other  securities  would  be 
dealt  with  more  quickly.  Another  reason  for  the  delay 
was  that  the  Treasury  did  not  v/ant  to  be  the  possessor  of 
a  larger  amount  of  securities  than  they  could  dispose  of. 
Every  effort  was  made  to  exclude  from  the  lists  securities 
they  could  not  find  a  market  for,  or  which  might  remain 
in  their  hands  for  such  a  time  as  to  become  a  dangerous 
possession.  He  thought  the  vital  necessity  of  the  State 
ha-d  been  lost  sight  of  in  some  of  the  criticisms  of  the 
scheme.  It  was  necessary  to  buy  enormous  quantities  of 
goods  from  America.  The  only  ways  those  goods  could 
be  paid  for  were  by  gold,  by  exporting  manufactures 
which  the  Americans  would  buy,  or  by  dollar  securities. 
We  had  not  an  unlimited  supply  of  gold,  there  were  ob- 
vious limits  to  the  amount  of  goods  we  could  manufacture 
for  exports,  but  dollar  securities  were  things  v/hich  Ameri- 
cans were  willing,  not  only  to  buy,  but  to  lend  money  upon. 
Unless  we  mobilized  our  resources,  unless  we  could  pay  for 
the  goods  we  required,  the  supply  would  stop.  It  was  ab- 
solutely essential  that  the  Government  should  have  the 
rights  they  v>^ere  seeking  in  order  to  carry  on  the  war  and 
to  supply  our  soldiers  with  munitions.  They  Avere  dis- 
criminating between  one  kind  of  property  and  another, 
because  at  the  moment  they  had  no  use  for  other  forms 
of  propert}'.  but  if  the  time  should  come  when  they  could 
use  any  other  kind  of  property  in  order  to  carry  the  war 
to  a  successful  conclusion  the  Government  would  not  hesi- 
tate to  say  what  was  wanted,  and  he  was  convinced  that 
the  House  would  readily  respond  to  their  appeal. 

From  week  to  week  the" list  has  been  enlarged, 
and  now  numbers  nearly  1200  issues  of  stocks  and 
bonds,  including  numerous  Canadian  issues. 

It  is  probable  that  Canadian  provincial  and 
municipal  indebtedness  as  it  matures  wull  be  re- 
funded in  New  York.  Canadian  credit  is  good 
in  this  market,  on  the  strength  of  a  belief  that 
after  the  Avar  immigration  from  Great  Britain  to 
the  colonies  will  be  large,  and  that  Canada  will  be 
the  most  popular  colony.  There  is  a  large  amount 
of  Canadian  indebtedness  in  London  which  can 
be  transferred  without  waiting  for  maturity,  and  it 
will  come  along  with  or  next  after  American  securi- 
ties. London  exhibits  no  misgivings  as  to  its  ability 
to  support  the  exchange  situation  as  long  as  the 
war  may  continue.  The  "Statist"  says  that,  "be- 
yond our  American  securities  Great  Britain  pos- 
sesses over  £3,000,000,000  of  other  foreign  stocks 
of  one  kind  or  another,  and  then  there  are  im- 
mense quantities  of  British  securities  of  the  high- 
est class  available." 

The  manner  in  which  these  securities  can  be 
handled  in  the  United  States  is  demonstrated  by 


the  recent  French  loan.  In  this  instance  a  cc 
tion  was  formed  here  called  the  "America] 
eign  Securities  Company,"  with  a  paid-up  ( 
of  $10,000,000.  This  company  undertook  t 
$100,000,000  to  the  government  of  France 
the  security  of  $120,000,000  par  value  of  sec 
which  the  French  government  has  borrower 
citizens  of  France.  This  collateral  consists 
ligations  of  the  governments  of  Argentina 
way,  Sweden,  Holland,  Switzerland,  Ur 
Brazil,  Egypt,  Spain,  Suez  Canal  shares  an 
gations  of  American  corporations.  The  1 
government  agrees  to  furnish  additions 
lateral  when  needed  to  keep  the  security  ap 
mately  20  per  cent.  In  excess  of  the  face 
loan.  The  collateral  will  be  deposited  wi 
Bankers'  Trust  Company  of  New  York. 
American  Foreign  Securities  Company  is 
its  own  notes,  secured  as  above,  and  these 
will  be  listed  on  the  New  York  Stock  Exc 
The  loan  is  for  three  years  from  August 
5  per  cent.,  and  will  net  S}i  per  cent.  It  ha 
well  received. 

The  French  government  will  pay  the  c 
of  the  borrowed  securities  a  bonus  equal  to 
cent,  of  the  gross  income  upon  them,  the  c 
retaining  the  regular  income. 

Tke  Money  Market. 


The  money  market  Avas  disturbed  for  j 
weeks  about  July  1st  by  the  extraordinary 
ments  which  fell  together  at  that  time.  Th 
important  factor  in  these  consisted  of  tb 
ments  to  the  goverment  on  account  of  the  i 
tax.  From  June  15th  to  July  1st  the  genen 
of  the  Treasury  rose  from  $135,466,541  to 
715,054.  Not  all  of  the  $101,000,000  Increa 
locked  up  in  the  Treasury,  for  about  $20,C 
was  accumulated  temporarily  in  national 
serving  as  active  depositaries  for  revenue 
tors,  and  Treasury  deposits  in  the  Feder 
serve  banks  were  increased  $61,000,000. 
ury  deposits  in  national  banks  are,  howeve 
understood  to  be  temporary,  and  the  bar 
not  feel  free  to  use  them,  and  deposits 
Federal  Reserve  banks  do  not  promptly  aff< 
money  market. 

Besides  the  payments  to  the  Treasury,  i 
share  of  which  were  made  in  New  York, 
were  the  regular  mid-year  interest  and  di 
disbursements,  amounting  to  several  hi 
million  dollars,  and  on  July  3d  payments  up 
Russian  loan  of  $50,000,000,  together  with 
important  calls.  The  effect  of  all  this  si 
of  funds  was  to  withhold  money  from  the  r 
while  it  was  going  on.  Call  money  stiffei 
five  per  cent,  and  touched  six  per  cent.,  alt 
not  much  was  loaned  at  the  latter  rate, 
money  was  affected  in  less  degree  but  mo^ 
to  a  higher  level  than  it  has  reached  slnc< 
collapsed  after  the  early  months  of  the  wai 

That    bankers    regarded    the    (lurry   as 
due  to  temporary  causes  Is  evident  from  tl 
that  they  did  not  resort  to  the  Federal  R 


for  rediscounts.  As  yet  there  has  been 
ittle  recourse  to  the  system.  On  July  21st 
tal  of  all  bills  discounted  and  bought  by  the 
I  banks  was  $114,319,000,  and  of  these  $28,- 
0  were  rediscounts  for  members  and  $85,- 

0  were  bought  in  the  open  market.  The 
York  reserve  bank  held  $281,000  of  redis- 
;  and  $29,730,000  of  bills  purchased  in  the 
t. 

surplus  reserves  of  the  Clearing  House 

of  New  York  were  down  on  July  8th  to 

6,000,  the  lowest  point  they  have  touched 

the  new  system  of  reserves  went  into  effect, 

1  July  15th  they  were  back  to  $95,109,000, 
n  July  22nd  to  $108,000,000.  This  recov- 
as  due  in  large  part,  however,  to  gold  im- 
ions  from  Canada  and  London.  Notwith- 
ig  these  imports,  deposits  at  the  latter  date 
it  the  lowest  point  of  the  year.  Loans  were 
3wer  than  at  any  previous  date  this  year. 
ry  bank  balances  are  considerably  lower 
in  April,  and  but  for  the  importations  of 
which  have  aggregated  about  $200,000,000 
the  beginning  of  May,  it  is  evident  that 
would  have  been  a  greater  effect  upon  in- 
rates  and  probably  a  greater  resort  to  the 
il  Reserve  banks.  Country  bank  borrow- 
t  the  centers  are  unusually  light. 

re  seems  to  be  nothing  in  prospect  promis- 
irther  disturbance  during  the  remainder  of 
immer,  but  the  demands  of  business  for 
'■  and  credit  are  upon  an  unprecedented 
md  rates  may  be  expected  to  work  firmer, 
ig  but  a  continuance  of  gold  imports  can 
them  down,  and  we  may  expect  foreign 
to  take  up  a  portion  of  the  credit  which  the 
tations  make  available, 
reports  of  dearer  money  in  the  United 
caused  the  Bank  of  England  to  raise 
;count  rate  on  July  13th  from  5  to  6  per 
the  first  change  made  since  the  month  of 
;t,  1914.  The  action  was  taken  to  offset  any 
jment  to  withdraw  money  from  London  for 
^ment  in  New  York.  Following  the  Bank's 
the  Committee  of  London  Clearing  Bankers 
:ed  the  rate  on  deposits  one-half  per  cent,  and 
okers  made  a  similar  advance  for  money  at 
id  notice.  The  open  market  rate  on  commer- 
ils  is  5^  to  5^. 

;  British  government  has  been  meeting  its 
for  the  past  six  months  by  the  sale  of 
;quer  bonds,  drawing  5  per  cent.,  and  Treas- 
ills  running  from  4^  to  5  per  cent.  In 
the  rate  on  all  issues  of  Treasury  bills, 
run  for  3,  6,  9  and  12  months,  was  made  5 
nt.^  Following  the  advance  in  the  Bank  of 
nd's  rate,  the  rates  on  Treasury"  bills  were 
ced  to  Sy2  per  cent,  for  three  months,  S% 
ne  months,  and  6  per  cent,  for  one  year, 
government  is  disposed  to  postpone  the 
of  another  long-time  loan  as  long  as  pos- 
as  it  will  probably  have  to  be  at  a  higher 
lan  the  last  one,  and  as  the  old  loan  carries 
ivilege  of  conversion  into  any  new  one  the 


effect  will  be  to  raise  the  rate  on  much  of  the 
outstanding  indebtedness. 

The  expenditures  of  the  British  government  for 
the  three  months  ended  June  30  were  approximately 
$2,222,795,000,  as  compared  with  $233,080,000  in 
the  corresponding  period  of  1914.  The  income  for 
the  period  was,  approximately,  $365,000,000  from 
revenue,  $975,000,000  from  Treasury  bills,  $615,- 
000,000  from  the  five-year  Exchequer  bonds,  and 
$233,000,000  from  other  forms  of  indebtedness. 

On  July  1st  the  last  price  restrictions  upon 
trading  on  the  London  stock  exchange  were  re- 
moved. The  minimum  list  was  largely  reduced 
over  a  year  ago,  but  trading  has  now  been  made 
entirely  free,  except  that  the  ban  remains  against 
foreign  investments. 

The  call  rate  in  New  York  last  week  ranged 
from  2  to  2^/2  per  cent.  Commercial  paper, 
choice  names,  is  costing  borrowers  about  4^  per 
cent.  Eligible  bank  acceptances  are  on  a  2^ 
basis  and  upwards. 

The  Federal  Reserve  banks  have  responded  to 
the  firmer  feeling  in  the  money  market  by  ad- 
vancing their  rates  in  several  instances,  as  ap- 
pears by  the  table  elsewhere. 

The  stock  of  money  in  the  United  States  on 
July  1st,  1915,  and  1916,  and  the  amount  of  each 
kind,  is  shown  by  the  following  statement: 

1916  1915 
Gold  coin,  including  bullion 

in   the   mints    $3,439,921,932  $1,993,549,015 

Silver   dollars    568.270,900  568.272,478 

Subsidiary    silver    187.378.094  185,331,865 

United   States  notes    346.681,016  346.681.016 

Federal    Reserve    notes 176,168,450  84,260,500 

Federal  Reserve  bank  notes         9,000.000 

National  bank  notes    744,174,660  819,273,594 


$4,471,595,052         $3,997,368,468 

On  July  1,  1916,  the  Federal  banks  and  reserve 
agents  held  $151,577,000  in  gold  for  the  redemp- 
tion of  outstanding  Federal  Reserve  notes, 
against  $62,365,000  so  held  July  1,  1915.     • 

The  net  irnportations  of  gold  for  the  fiscal  year 
ended  June  30  last  were  $404,000,000,  a  sum 
about  equal  to  the  entire  production  of  gold  out- 
side of  the  United  States  last  year. 

On  July  24,  1916,  the  ?o1d  holdings  of  the  Treas- 
ury aggregated  $1,848,935,261. 

TKe  Bon  J  and  Stock  Marlcet  for  July. 


The  month  of  July  is  almost  invariably  a  dull  pe- 
riod for  the  securities  market  as  a  result  of  the  large 
number  of  absentees  from  banking  and  investment 
circles,  and  the  volume  of  business  in  both  stocks 
and  bonds  during  July,  1916,  has  shown  a  decline 
as  compared  with  previous  months.  The  average 
daily  sales  of  bonds  on  the  Exchange  up  to  the  close 
of  business  on  the  24th  of  July  were  only  $2,473,632, 
as  compared  with  a  daily  average  of  $3,261,000  for 
June  and  $3,791,000  for  May;  but  these  sales  com- 
pare favorably  with  those  of  July  in  the  previous 
year,  when  a  daily  average  of  $2,098,000  was  re- 
ported. Bond  prices  generally  moved  in  a  narrow 
range.    The  average  price  of  forty  listed  bonds,  as 


compiled  by  The  Wall  Street  Journal,  was  93.80  on 
July  24,  compared  with  93.97  on  July  1,  and  94.49 
on  June  1.  A  marked  feature  of  the  trading  during 
the  period  was  the  demand  for  tax  exempt  securities, 
probably  due  in  part  to  the  proposed  increase  in 
the  income  tax.  This  has  resulted  in  slightly  higher 
quotations  for  municipal  issues.  Among  Govern- 
ment securities  the  Anglo-French  5%  Bonds  were 
dealt  in  extensively,  the  price  ranging  from  95^ 
to  96,  and  tlie  steady  absorption  of  this  issue  by 
investors  continues.  The  Japanese  Government 
4^s  and  the  Dominion  of  Canada  issues  were  also 
fairly  active.  The  Russian  credit  has  met  with 
favor  on  the  part  of  investors  and  tlie  certificates 
have  been  selling  at  a  premium  over  the  offering 
price.  Good  railway  bonds  have  been  in  demand, 
but  there  is  little  change  in  their  quoted  values. 

Daily  sales  of  stocks  up  to  July  24th  averaged 
403,040  shares,  compared  with  493,224  shares  in 
June,  677,990  shares  in  May,  and  552,300  shares  in 
July,  1915.  Prices  of  both  railway  and  industrial 
stocks  declined  severely  during  the  month  but  have 
recovered  to  some  extent.  The  average  price  of  20 
railroads,  as  compiled  by  the  Wall  Street  Journal, 
was  104.43  on  the  24th,  compared  with  105.78  on 
the  1st,  while  the  average  price  of  12  industrials 
was  122.33  on  the  24th,  compared  with  120.96  on 
the  1st.  The  advance  of  call  money  during  the 
month  to  6%,  a  rate  that  had  not  been  quoted 
previously  since  the  months  following  the  outbreak 
of  the  war,  had  a  depressing  influence  upon  the 
market,  but  the  high  rate  proved  only  temporary 
and  call  money  has  ruled  lower  since.  The  advance 
was  largely  due  to  the  half-yearly  settlements  and 
the  large  income  tax  payments.  Later  the  rate  re- 
acted to  around  3%,  and  subsequently  fluctuated 
around  2^%. 

A  syndicate  of  New  York  and  Baltimore  bankers 
has  purchased  $3,500,000  State  of  Maryland  A% 
Bonds,  which  have  been  offered  to  the  public  on  a 
3.90%  basis. 

The  Pennsylvania  Railroad  Company  has  sold 
$20,000,000  9-months  Notes  to  New  York  bankers. 
The  notes  have  been  placed  privately  with  inves- 
tors on  a  3.87>^%  basis. 

The  New  York  Central  Railroad  Company  has 
sold  to  Cleveland  interests,  its  holdings  in  the  New 
York,  Chicago  &  St.  Louis  Railroad  Company. 
It  is  understood  that  improvements  will  be  made  in 
the  Cleveland  passenger  and  freight  terminals, 
which  will  be  used  jointly  by  other  railroads  and 
various  interurban  electric  lines. 

Government  Bonds. 


During  the  month  of  July  there  has  been  an  un- 
usually heavy  inquiry  for  high  grade  municipal  and 
territorial  bonds  as  a  basis  of  collateral  for  postal 
savings  funds.  Reports  from  all  parts  of  the  coun- 
try show  that  the  amount  of  money  deposited  in 
postal  savings  banks  during  the  month  has  been 
large,  due  in  part  to  the  prosperity  of  the  class 
who  place  their  savings  in  these  banks  and  in  part  to 
the  fact  that  postal  savings  legislation  of  May  18, 
1916,  removed  the  limit  on  deposits  of  $500  per  year 


by  any  one  individual  and  increased  the  a 
which  might  be  deposited  to  $1,000. 

Another  reason  for  the  heavy  demand  for 
is  that  the  Treasury  Department  about  eve 
months  requests  postal  savings  depositaries  t( 
with  it  additional  bonds  in  anticipation  of 
lodgments  of  funds  with  such  banks.  In  som 
munities  postal  savings  come  in  slowly  and 
quires  about  the  six  months'  period  for  the  ac 
amount  of  collateral  to  be  covered. 

The  territorial  bonds — Philippine,  Porto 
and  Hawaiian — are  taken  at  par  to  secure 
savings  funds  and  are  much  sought  after  fc 
purpose.  Many  of  the  banks  prefer  high 
municipal  bonds  on  account  of  their  higher 
est  yields,  but  in  most  instances  the  profits 
derived  from  the  use  of  territorial  bonds  is  , 
great,  as  the  fact  that  the  latter  are  ac 
at  par  offsets  the  higher  yield  on  the  mu 
bonds,  which  are  accepted  at  ninety  per  c< 
market  value,  not  to  exceed  ninety  per  cent.  ( 

The  market  for  the  straight  government 
has  been  rather  inactive  during  the  month, 
few  banks  increased  their  circulation  accoun 
as  the  Federal  Reserve  Banks  will  probably 
in  the  market  for  additional  bonds  until  tl 
quarter,  beginning  September  1st. 

Appropriations  and  Revenues. 

The  principal  appropriation  bills  to  cover  1 
penditures  of  the  Federal  government  for  th 
ending  June  30,  1917,  have  either  become  1; 
are  pending  in  conference  between  the  Sena 
House.  The  Senate  has  made  large  increase 
the  sums  proposed  by  the  House,  so  that  nev 
nues  will  have  to  be  found  or  the  proposed  b( 
sues  increased.  The  status  of  the  several  bill 
the  figures  for  last  year's  appropriations  f 
same  purposes,  are  given  in  the  following  stat( 

Regular  an-  Regular  an- 
nual appro-  nual  appro-  In 
Title  priation  1916  priation  1917  1917  < 

Agriculture    $22,971,782.00  t$25,230.527.00  $2,2 

Army     101,974,195.83  1313,970,447.10  211,8 

Diplomatic  &  con- 
sular     4,061,280.01  *     5,3.'55.0n6.66  1.2 

Dist.  of  Columbia.  ll,8r)9,584.45  §  14,9o2,002.96  3.0 

Fortifications    6,060,216.00  *  2r).747,5r)0.00  19,6 

Indian    . : 9,771,902.76  •10,967,644.88  1,1 

Legislative,  execu- 
tive &  judicial. .  36,904,799.75  •37,925.690.25  1,0 
Military    Academy  1.069,813.37  §     2.238.328.57  1,1 

Navy     149,661.864.88  t31 5.826.843. .-Vl  166.1 

Pensions    164,100.000.00  •158,06.-),000.00  116,0 

Post  Office  313.364.667.00  *322,937.679.00  9,.n 

Rivers  &  Harbors  30.000.000.00  •  40.598.135.00  lO..^ 

Sundry  Civil 126,222,750.79  *128,299,285.24  2,0 

Total  regular  an- 
nual bills   978,022,857.74    1,402,114,230.20    424,0 

Permanent  annual 
appropriations    .      121,567,207.00       135,074,673.00      13,5 

Total     1,099,590,0(H.74    1,537,188,003.20    437..'i 

Deficiencies    12,316,343.90         53.567,298.34      41,2 

Total     1,111,906,408.64  1,590,756,201.54    478,8 

Miscellaneous    ....         2,330,603.34  

Nitrate  Plant   ....             20.000.000.00 

Good   roads 6,000.000.00           . 

Rural  credits 15,000,000.00      38,7 

llShipping   bill 60,100.000.00      50,1 

Total     1,114,237,011.98    1,681,856,201.54    567.6 

t  As  passed  Senate, 

§  As  reported  to  Senate. 

*  As  enacted  into  law. 

1|  Decrease. 

II  $50,000,000  of  this  appropriation  is  to  be  met  by 


Ways  and  Means  Committee  of  the  House 
ted  the  total  expenditures  to  be  covered  at 
,000,000,  of  which  the  amount  required  for 
:iduct  of  the  postal  service  is  met  by  postal 
js,  and  it  proposed  a  bond  issue  of  $125,000,- 
meet  the  special  expenditures  on  the  Mexi- 
>ntier.  Deducting  the  sinking  fund  apportion- 
md  making  some  other  allowances  it  estimated, 
e venue  must  be  provided  in  the  sum  of 
^2,000.  This  it  proposed  to  supply  by  in- 
g  the  income  taxes,  establishing  a  federal  tax 
states,  by  special  taxes  upon  munitions,  and  by 
ting  some  of  the  taxes  of  the  war  revenue  act, 
ig  the  stam.p  taxes.  The  revenue  bill,  as 
:d  to  the  House,  was  estimated  to  yield  new 
e  in  the  present  fiscal  year  as  follov/s: 

)me   tax    $107,000,000 

ite   tax    17,000,000 

litions  tax  71,000,000 

cellaneous   taxes    2,000,000 

$197,000,000 

remaining  sum  required,  $69,922,000,  the 
ittee  proposed  to  obtain  by  reducing  the 
1  fund  of  the  Treasury.  The  Committee 
ted  that  when  the  Estate  tax  came  into  full 
ion  the  receipts  would  amount  to  $54,000,- 
r  annum.  The  bill  passed  the  House  sub- 
lly  as  prepared  in  the  Committee,  one  of 
anges  being  the  dropping  of  the  present 

tax  on  banks. 

tax  upon  personal  incomes  of  less  than 
)  and  the  tax  upon  corporation  incomes 
sed  from  one  per  cent,  to  two  per  cent. 
:emptions  of  $3,000  for  a  single  person  and 

for  the  head  of  a  family  remain.  The 
cation  for  super-taxes  is  materially  altered 
e  taxes  increased,  as  wdll  be  seen  by  the 
ng  statement,  which  shows  the  classifica- 
»r  additional  taxes  under  the  present  law 
ider  the  pending  bill : 

Rate  of 
-esent  Law  Pending  Bill  Add  tax 

ng    $20,000    and     Exceeding    $20,000    and 

5re   than   $50,000       not  more  than  $40,000      1% 

ng    $50,000    and     Exceeding    $40,000    and 

jre  than   $75,000      not  more  than   $60,000      2% 

ing    $75,000    and     Exceeding    $60,000    and 

>re  than  $100,000       not  more  than   $80,000      3% 

ng  $100,000  and     Exceeding    $80,000    and 

)re  than  $250,000       not  more  than  $100,000      4% 

ng  $250,000  and     Exceeding  $100,000  and 

)re  than  $500,000      not  more  than  $150,000      5% 

ing  $500,000  Exceeding  $150,000   and 

not  more  than  $200,000      6% 
Exceeding  $200,000   and 
not  more  than  $250,000      7% 
Exceeding  $250,000  and 
not  more  than  $300,000      8% 
Exceeding   $300,000    but 
not  exceeding  $500,000      9% 
Exceeding  $500,000  10% 

policy  of  collection  at  the  source  is  con- 
,  although  experience  has  shown  that  this 
5  a  very  considerable  burden  upon  the  col- 
^  agencies,  and  the  same  results  to  the  gov- 
nt  might  be  obtained  from  information  at 
urce. 


Taxation  on  Alicna. 

The  bill  clears  up  the  controverted  point  in  the 
present  law  as  to  the  liability  of  aliens  upon  in- 
come derived  from  property  located  in  the  United 
States,  by  making  them  liable.  Foreign  holders 
of  American  securities  will  therefore  have  to  pay 
a  double  tax  upon  so  much  of  their  incomes  as 
they  receive  upon  American  securities.  The 
right  of  this  government  to  levy  upon  income 
accruing  upon  property  in  the  United  States  can 
hardly  be  questioned,  but  the  expediency  of 
doing  so  is  very  doubtful.  The  income  taxes  of 
European  countries,  and  particularly  of  Great 
Britain,  w^hich  is  the  chief  foreign  market  for  our 
securities,  are  very  heavy,  and  bound  to  be  so  for 
many  years,  and  additional  taxes  by  the  United 
States  will  undoubtedly  tend  to  restrict  invest- 
ments in  this  country.  The  immediate  effect  will 
be  to  help  the  British  government's  campaign  for 
the  sale  of  British  holdings  of  American  securi- 
ties, and  after  the  w^ar  is  over,  when  British  in- 
vestors look  abroad  again,  this  tax  will  count 
against  the  United  States  and  in  favor  of  coun- 
tries which  will  be  inviting  capital. 

An  income  tax  is  not  intended  to  be  a  property 
tax  or  a  tax  upon  business,  but  a  personal  tax 
upon  net  income  from  all  sources.  All  properties 
located  in  this  country  upon  which  foreign  hold- 
ings of  our  securities  are  based  pay  the  usual 
property  taxes  here,  and  it  is  of  very  doubtful 
wisdom  to  impose  income  taxes  upon  non-resi- 
dent aliens,  particularly  at  this  time  and  for  the 
period  following  the  war.  Our  securities  are 
coming  home  quite  fast  enough  without  addi- 
tional pressure  from  the  government  at  Wash- 
ington, and  at  the  end  of  the  war,  when  is  to 
be  determined  the  important  question  of  how 
much  gold  Europe  can  draw  from  us,  it  will  be 
very  desirable  that  there  shall  be  no  obstacles  to 
the  sale  of  our  securities  abroad.  For  every  dol- 
lar of  our  securities  that  w^e  can  sell  in  Great 
Britain  or  Europe  we  will  have  a  dollar  for  in- 
vestment at  home  or  in  the  newly  developing 
countries  where  w^e  are  seeking  trade.  Hereto- 
fore, whatever  differences  of  opinion  there  have 
been  upon  the  wisdom  of  a  protective  tariff  upon 
goods,  nobody  has  ever  advocated  tariff  upon 
foreign  capital  emplo3^ed  in  this  country. 

Special  Taxes. 

Nobody  likes  to  pay  taxes,  but  it  is  obvious 
that  the  revenues  must  be  increased  to  meet  the 
many  expenditures  that  are  planned.  They  are 
supposed  to  be  emergency  appropriations,  but 
many  of  them  necessarily  involve  continuing  out- 
lays. This,  of  course,  is  true  of  additions  to  the 
army  and  navy,  and  of  every  new  commission. 
The  more  the  Federal  government  does  within 
the  province  formerly  reserved  to  the  states  the 
more  it  will  be  asked  to  do.  The  authorization 
of  an  expenditure  of  $85,000,000  from  the  federal 
treasury  to  be  apportioned  among  the  states  for 
roads  is  an  illustration  of  the  tendency.  This 
offering  is  made  in  the  form  of  a  bonus  to  stimu- 
late state  activity,  and  it  may  have  good  results, 


but  there  is  danger  in  the  fact  that  money  from 
the  federal  treasury  is  commonly  regarded  as  of 
the  nature  of  a  bonus.  The  federal  treasury  has 
always  seemed  to  be  fed  by  unseen  springs,  and 
it  will  seem  so  more  than  ever  in  the  future/with 
enormous  income  taxes  paid  by  less  than  one  per 
cent,  of  the  population,  and  the  precedent  for 
other  taxes  aimed  at  selected  industries,  upon  off- 
hand opinion  that  they  are  able  to  stand  it. 

It  is  a  recognized  principle  of  taxation  that 
taxes  should  be  arranged  to  interfere  as  little  as 
possible  with  industry,  and  to  be  light  upon  the 
common  necessities  of  life.  Luxuries  have  al- 
ways been  fair  game  for  the  treasury.  Presum- 
ably a  man  will  not  buy  luxuries  until  he  has 
provided  the  necessities,  and  if  this  were  always 
true  a  tax  upon  the  former  would  only  reduce 
his  purchases  in  that  quarter.  Unfortunately, 
there  are  people  who  reverse  the  order,  but  they 
can  hardly  expect  systems  of  taxation  to  be 
adapted  to  them.  The  expenditures  which  peo- 
ple do  not  need  to  make,  and  which  when  made 
are  unproductive,  aggregate  a  very  large  amount 
among  all  classes,  and  it  is  against  these  that  tax- 
ation should  be  directed.  It  harms  nobody  to  pay 
a  little  upon  his  indulgences  and  vanities,  and  it 
is  wholesome  for  everybody  to  realize  that  he  is 
paying  something  for  the  support  of  the  govern- 
ment under  which  he  lives. 

One  of  the  objections  to  raising  vast  sums  by 
income  taxes  which  reach  only  a  few  is  that  there 
is  no  general  understanding  of  the  real  cost  of 
this  appropriation  to  the  public.  It  is  not  clearly 
understood  that  these  sums  are  taken  from  the 
community's  capital  fund,  thus  lessening  the  pro- 
ductive wealth  which  is  the  most  potent  agency 
of  community  progress.  The  fund  which  it  is  first 
of  all  important  shall  be  protected  from  impair- 
ment is  that  devoted  to  sustaining  the  health, 
strength  and  productive  capacity  of  the  peo- 
ple themselves.  The  fund  of  next  importance 
is  the  savings,  or  surplus,  which,  if  not  dissipated, 
will  be  used  for  construction  and  industrial  de- 
velopment, thus  enlarging  the  productive  capac- 
ity of  the  population.  Between  these  two  funds 
is  a  zone  of  expenditures  wherein  an  enormous 
waste  is  constantly  occurring.  It  is  within  this 
zone,  so  far  as  practicable,  that  taxation  should 
fall.  When  people  labor  under  the  impression 
that  taxes  wrung  from  the  rich  involve  no  cost  to 
others,  and  that  it  is  really  beneficial  to  reduce 
the  "swollen"  fortunes,  the  situation  threatens 
the  progress  of  the  community. 


Mexican  Situation. 

Washington's  negotiations  with  Mexico  are 
proceeding  amicably,  but  the  real  difficulties  are 
yet  to  be  encountered.  The  country  is  prostrate, 
much  of  it  devastated,  transportation  facilities 
crippled  and  industries  idle.  Agreements  about 
how  troops  may  be  used  to  maintain  order  on  the 
border  do  not  go  to  the  root  of  the  trouble. 
Somehow,  employment  must  be  provided  for  the 
people  before  peace  can  be  restored.  A  report 
from  General  Bell  to  the  War  Department,  is 


.reported  as  referring  to  General  Hcrrera  i 
ranza  s  staff,  as  follows  : 

"Herrera  believes  in  getting  the  mines  in  operal 
ertks''^^'"^   foreigners   to   start   work   with   Uiei 

This  statement  has  a  pertinent  applicai 
the  Ignorant  chatter  about  the  "exploitati 
Mexico  by  foreign  investors.  A  very 
amount  of  American  capital  has  been  inve 
Mexico,  and  much  of  it  was  lost  even  befc 
disorders  of  the  last  five  years  had  begun, 
lean  investments  have  been  largely  of  a  haz 
class.  They  have  been  of  a  class,  however, 
gave  employment  to  labor,  and  in  whate^ 
cahty  they  have  been  made,  wages  hav( 
advanced  by  their  influence.  The  wealth  tl 
been  taken  from  Mexico  by  outside  cap 
wealth  that  would  not  have  come  into  exi 
without  the  use  of  outside  capital,  and  the 
of  Mexico  were  immensely  benefitted  by  t 
velopment  work  that  was  done.  The  cor 
of  the  laboring  class  was  much  better 
foreign  capital  v/as  providing  employmen 
in  other  districts.  Moreover,  without  th 
velopment  wor-k  the  industrial  world  c 
would  not  have  had  the  supply  of  useful  : 
and  other  products  which  have  composed  t 
ports  of  that  country. 

Thousands  of  American  citizens  own  a 
variety  of  interests  in  Mexico,  and  would  i 
to  see  peace  and  order  restored  to  the  co 
There  is  no  reason  to  believe  that  any  num 
them  have  plotted  against  the  peace  of  the  cc 
but  it  w^ould  not  be  strange  if  some  of  the 
lieve  that  the  best  interests  of  Mexico  woi 
served  by  intervention  on  the  part  of  the  I 
States.  A  great  many  people,  both  withi 
without  Mexico,  are  convinced  that  the  rel 
tation  of  the  country  is  a  long  way  off  unl< 
outside  authority  gives  protection  for  the  re: 
tion  of  industry.  Where  so  many  interes 
involved  no  sweeping  statement  can  be 
fidently  made,  but  certainly  it  is  true  the 
best  known  American  industrial  compani 
Mexico  have  been  patient  and  quiescent — cc 
to  have  this  government  determine  its  c 
upon  general  principles  of  equity  and  the  1 
interests  of  both  countries.  It  is  a  notew 
fact  that  the  stocks  of  these  companies  sc 
the  lowest  points  for  the  year  in  the  days  ; 
weeks  ago  when  intervention  seemed  h 
probable. 

The  Mexican  situation  is  undoubtedly  a 
perplexing  one.  There  is  no  influence  worth 
tioning  in  this  country  in  favor  of  annex; 
The  restoration  of  order  and  protection  t( 
and  property  is  all  that  anybody  wants.  I 
government  is  justified  in  demanding  prote 
to  its  citizens  in  a  foreign  land,  and  in  reso 
to  force  if  its  demands  are  ignored.  But 
demands  are  usually  addressed  to  a  respor 
government,  while  in  Mexico  there  is  no  efTe 
authority.  Under  such  conditions  it  is  nece; 
to  either  bear  with  the  disorder  as  for 
time  being  irremediable,  or  to  go  into  the  c 


h  an  armed  force  and  attempt  the  task  of 
ing  it.  This  task  it  is  agreed  is  a  repug- 
le  to  the  American  people.  The  fact  that 
as  been  no  pressure  upon  the  administra- 
take  this  step  throughout  the  long  period 
•ages  covered  by  the  recent  note  of  the 
ry  of  State  to  the  defacto  Mexican  govern- 
s  proof  of  this.  It  is  to  be  hoped  that 
ing  results  will  come  from  the  hegotia- 
low  pending.  But  after  all  this  is  said, 
ople  would  take  the  position  that  endless 
^  and  banditry  should  be  tolerated  in  Mexico, 
I  the  consequent  disturbance  to  our  border 
complete  sacrifice  of  foreign  interests  in 
,  and  indifference  to  the  appalling  sufferings 
innocent  inhabitants  of  that  country.  The 
States  could  not  forever  justify  such  an  at- 

0  the  other  countries  of  the  world. 

Reserve  System. 

new  collection  rules  of  the  Federal  Re- 
ystem  have  been  in  effect  since  July  15th, 
Lcials  report  that  a  large  proportion  of  the 
Danks  are  co-operating.  In  every  town 
there  is  a  national  bank  it  can  be  used  as  a 

1  of  collection,  but  in  many  others  the 
anks  are  voluntarily  remitting  at  par.  In 
ngland  every  bank  has  come  into  the  sys- 
A.t  the  request  of  the  Secretary  of  the 
ry,  the  Postmaster  General  has  assented 
irrangement  under  which  in  towns  where 
5  no  member  banks,  collection  upon  State 
nay  be  made  through  the  Post  Office. 

Federal  Reserve  banks  at  Chicago  and 
I  City  have  declared  dividends,  bringing 
nber  of  dividend-payers  up  to  four.  Rich- 
ind  Dallas  are  the  other  two.     The  earn- 

the  Chicago  and  Kansas  City  banks  were 
from  holdings  of  government  bonds,  of  the 
wo  from  re-discounts, 
earning  assets  of  the  system  are  steadily 
ing,  and  on  July  22nd  last  aggregated 
8,000,  as  against  $96,734,000  on  January 
3,  and  $62,456,000  on  July  23,  1915. 
Federal  Reserve  Bulletin  makes  the  state- 
lowever,  that  the  total  discounts  of  all  the 
for  the  first  five  months  of  this  year  ag- 
id  only  $50,883,600,  as  compared  with  $59,- 
)  in  the  corresponding  period  of  1915. 
of  the  most  notable  accessions  to  the  Fed- 
iserve  system  since  it  was  organized  was 
iced  during  the  past  month,  the  Corn  Ex- 
;  Bank,  of  New  York,  having  decided  to 

er  the  Kern  amendment  to  the  Clayton 
List  act,  now  effective,  the  provision  of  the 
igainst  interlocking  bank  directorates  and 
s,  will  not  apply  in  instances  where,  in  the 
ent  of  the  Federal  Reserve  Board,  the 
are  not  in  substantial  competition.  The 
has  issued  a  circular  to  Federal  Reserve 
advising  them  that  no  fixed  rule  can  be 
bed  governing  such  cases  and  that  each 


case  will  be  decided  upon  the  facts  presented. 
The  consent  of  the  Board  must  be  obtained  in 
each  case. 

TLe  American  International  Corporation. 


In  November,  1915,  application  was  made  to 
the  State  of  New  York  for  a  charter  for  the 
"American  International  Corporation,"  and  the 
December  number  of  this  publication  gave  an  ac- 
count of  the  proposed  organization.  The  capital 
was  to  be  $50,000,000,  one-half  to  be  offered  to 
stockholders  of  this  Bank  and  the  remainder  to 
be  placed  with  selected  parties  interested  in  th< 
promotion  of  American  foreign  trade.  A  Boan 
of  Directors  composed  of  men  prominent  in 
American  business  life  was  chosen,  with  Mr.  F. 
A.  Vanderlip  as  Chairman  and  Mr.  Charles  A. 
Stone,  of  the  Stone  &  Webster  corporation,  as 
President. 

Our  readers  will  recall  that  the  object  an- 
nounced was  that  of  creating  an  expert  and  re- 
sponsible organization  which  would  serve  as  an 
agency  for  investigating  opportunities  for  invest- 
ment and  trade  development  abroad.  The  Bank's 
observations  through  its  branches  in  South 
America  had  led  to  the  conviction  that  the  first 
requisite  to  the  establishment  of  more  intimate 
relations  between  the  United  States  and  the 
countries  of  Latin  America  was  for  this  country 
to  take  a  more  active  part  in  the  industrial 
progress  of  these  neighbors.  They  are  countries 
of  great  natural  resources,  but  requiring  capital, 
and  in  the  past  they  have  been  obliged  to  look 
almost  entirely  to  Europe.  The  large  under- 
takings being  financed  in  Europe,  the  expendi- 
tures for  machinery  and  supplies  were  naturally 
made  there,  and  business  relations  were  more 
intimate  with  Europe  than  with  this  country. 

The  effect  of  the  war  was  to  suspend  Euro- 
pean investments  in  other  parts  of  the  world  and 
turn  applications  in  this  direction.  Furthermore, 
the  great  expansion  of  our  industries  in  recent 
years,  and  particularly  within  the  last  year,  has 
made  it  highly  important  that  we  find  a  larger 
outlet  for  their  products  abroad.  In  order  to  do 
this  we  must  aid  the  developing  countries  to  buy 
equipment  from  us,  to  increase  their  own  pro- 
duction, and  to  become  larger  consumers  of  all 
we  have  to  sell.  This  policy  is  not  inimical  to 
the  interests  of  any  country;  it  means  develop- 
ment, progress,  an  increased  production  of  the 
commodities  of  trade,  more  trade  for  everybody 
and  more  goods  for  consumption  everywhere. 

It  was  recognized,  however,  that  in  order  to 
find  capital  in  the  United  States  for  foreign  en- 
terprises, some  competent  agency  must  examine 
the  propositions  presented,  select  the  good  ones, 
supervise  their  development,  and  stand  respon- 
sible for  them  to  American  investors.  This  was 
the  function  which  the  American  International 
Corporation  was  organized  to  perform. 

The  creation  of  such  an  organization  is  no 
small  task,  but  although  little  more  than  six 
months  has  elapsed  since  it  was   begun,   good 


progress  has  been  made.  One-half  of  the  author- 
ized capital  has  been  called  in,  a  large  number  of 
important  propositions  have  been  placed  under 
investigation,  and  representatives  have  been  sent 
not  only  to  several  countries  of  South  America 
but  to  China,  Russia,  and  other  parts  of  the 
world. 

In  the  first  place,  a  general  policy  as  to  invest- 
ments was  settled  upon,  to  wit :  to  give  the  pref- 
erence to  undertakings  of  the  largest  public  im- 
portance, and  calculated  to  establish  permanent 
financial  and  trade  relations  between  the  United 
States  and  other  countries.  To  further  this  end 
most  effectually  it  was  determined  to  co-operate 
with  other  American  corporations  or  American 
engineers  where  they  had  meritorious  foreign 
projects  to  present. 

Tke  First  Contract. 

One  of  the  first  accepted  projects  came  in  the 
latter  class.  The  engineering  firm  of  Ulen  &  Co., 
of  Chicago,  had  in  hand  negotiations  with  the 
government  of  Uruguay  for  the  construction  of 
waterworks  and  sanitary  works  in  three  cities  of 
that  country.  The  contract  had  been  originally 
let  to  a  firm  in  Paris,  which  had  been  obliged  by 
the  war  to  drop  it.  Payment  was  to  be  made  in 
bonds  of  the  national  government.  Ulen  &  Co. 
had  reached  an  agreement  with  the  government 
as  to  contract  terms,  but  found  difficulty  in  dis- 
posing of  the  bonds.  It  laid  the  case  before  the 
American  International,  and  an  arrangement  was 
effected  by  which  the  latter  takes  the  bonds  and 
supplies  the  money,  and  the  Stone  &  Webster 
Engineering  Company  becomes  associated  in 
the  undertaking.  The  arrangement  was  made  in 
February,  and  already  the  engineers,  superin- 
tendents and  foremen  have  sailed,  and  large  quan- 
tities of  machinery  have  been  forwarded.  The 
shipping  situation  was  so  uncertain  that  the 
American  sailing  vessel,  Alice  M.  Colhurn,  of  2600 
tons,  was  purchased  to  carry  equipment.  The 
contract  is  to  be  completed  in  three  years  and 
will  involve  the  purchase  of  quantities  of  cement, 
steel,  tools  and  machinery  which  probably  would 
have  gone  from  Europe  if  the  contract  had  been 
carried  out  as  originally  let.  The  total  expenditure 
will  be  about  $5,000,000. 

Skipping  Investments. 

The  disorganized  state  of  ocean  shipping  and  the 
<fmbarrassment  arising  from  it  to  American  foreign 
trade  was  brought  immediately  to  the  attention  of 
the  Corporation.  The  Southern  Pacific  Company, 
operating  the  Pacific  Mail  Steamship  Company,  had 
determined  to  retire  altogether  from  shipping  on 
the  Pacific  ocean,  and  had  sold  its  large  ships  of 
the  trans-Pacific  line,  leaving  the  Asiatic  trade 
without  any  ships  carrying  the  American  flag.  It 
was  negotiating  for  the  sale  of  five  ships  engaged 
in  the  coasting  trade  from  San  Francisco  to  Pana- 
ma, a  line  which  had  been  in  continual  operation 
for  fifty  years,  and  these  ships  were  likely  to  be 
transferred  to  the  Atlantic.  The  loss  of  this  line 
would  have  cut  off   communication  between   the 


Pacific  ports  of  the  United  States  and  the  w( 
ports  of  Mexico  and  Central  America  to  th 
struction  of  an  important  trade.  Petitions 
Chambers  of  Commerce  on  the  Pacific  Coast 
to  the  Corporation  to  take  over  the  Pacific  Ma 
maintain  this  service,  and  the  Corporation  sue 
ed  in  eifecting  an  arrangement  with  W.  R.  i 
&  Company,  extensive  ship-operators,  by  whic 
was  done. 

Having  become  interested  in  the  shipping 
tion,  and  regarding  it  of  vital  importance  t^ 
foreign  trade,  the  Corporation  then  acquired  '<. 
stantial    interest    in    the    International    Merc 
Marine  Company,  undergoing  reorganization, 
company  is  the  largest  owner  of   shipping  i 
world.    British  interests  predominate  in  it,  but 
is  every  reason  to  believe  that  American  com: 
will  have  fair  treatment  at  its  hands.    The  A 
can  International  has  also  acquired  an  inter 
the  United  Fruit  Company,  owning  extensive 
tations  and  other  interests  around  the  Carribeai 
operating  a  fleet  of  steamers  in  that  trade. 
Corporation  is  having  a  careful,  dispassionate, 
made  of  the  shipping  problem,  with  a  view  1 
termining  the  practical  effects  of  American 
lation  upon  the  business  of  operating  ships 
the  American  flag.   The  problem  is  evidently  c 
related  to  the  development  of  our  foreign  trad 

Selling  Agencies. 

The  Corporation  has  taken  over  the  Alliec 
chinery  Company,  a  company  previously  orgc 
to  act  as  foreign  sales  agents  for  certain  Ami 
manufacturers  of  machine  tools.  Compreh* 
plans  for  the  development  of  this  company 
been  made.  Permanent  offices  will  be  estab 
in  Europe,  ample  stocks  of  machinery  carr: 
convenient  points,  and  an  efficient  corps  of 
men  employed.  This  organization  is  doing  a 
ly  increasing  business  and  will  be  on  the  g 
after  the  war  to  represent  American  manufac 
in  the  work  of  rehabilitating  the  workshops  o 
rope  for  peaceful  industry.  This  company,  wi 
co-operation  of  American  steel  manufacturer 
cently  handled  a  Russian  order  for  170,000  t( 
steel  rails. 

It  is  probable  that  selling  arrangements  for 
machinery  and  other  goods  will  be  effected. 

Latin-American  Corporation. 

The  Latin-American  field  is  so  large,  and  S( 
deserving  of  careful  attention,  that  after  a  pr 
nary  survey  a  determination  was  reached  to^  c 
ize  a  subsidiary  company  to  be  devoted  entir 
the  investigation  and  handling  of  propositions 
that  quarter.  This  company  has  been  orgj 
under  the  laws  of  Maine,  as  the  "Latin-Am^ 
Corporation,'*  with  an  authorized  capital  of  $1 
000.  Mr.  Charles  A.  Stone,  President  ^  c 
American  International  Corporation,  Is  preside 
this  corporation.  Mr.  R.  P.  Tinsley,  Treasui 
the  American  International  will  be  its  Trea 
and  its  directors,  so  far  as  announced  an 
Stone,  Mr.  Tinsley,  and  Messrs.  W.  S.  Kies, 
Henry  and  Thomas  W.  Streeter. 


organization  will  include  an  expert  engineer- 
i  construction  staff,  and  will  be  equipped  not 
)r  construction  but  for  the  operation  of  ac- 
properties.  This  corporation  has  under  con- 
ion  numerous  specific  projects  including  the 
dation  and  rehabilitation  of  existing  tram 
iie  construction  of  public  works,  including 
;upply  systems,  sewerage  systems,  and  harbor 
mients,  and  tlie  construction  and  development 
vsLjs.  As  far  as  possible  it  will  be  the  policy 
new  corporation  to  retain  a  substantial  per- 

interest  in  the  projects  which  it  undertakes 
it  will  participate  in  future  earnings.  It  will 
jhly  investigate  engineering  and  construction 
tions  presented  to  it  and  will  tender  its  serv- 

South  American  governments  and  mimici- 

in  planning  public  works. 
1  of  the  work  in  prospect  in  South  America 

financed  through  issues  of  government  or 
3al  securities.  Though  the  intrinsic  value  of 
icurities  is  not  generally  known  to  the  Amer- 
^estor,  and  hence  their  market  in  this  coun- 
low  limited,  the  new  corporation  is  in  pos- 

of  exact  information  regarding  them,  and 
iring  into  contracts  for  the  various  pro- 
vhich  it  has  under  consideration  is  in 
on  to  assure  itself  of  the  entire  safety  of  the 
es  which  it  accepts  in  payment  and  for  their 
:ation  out  of  earnings.  It  will  be  the  policy 
American  International  Corporation  to  make 
urities  which  it  so  receives  the  basis  for  its 
;ues  of  debentures.  The  American  investor 
is  be  secured  by  the  paid-up  capital  of  the 
ition  in  addition  to  the  obligations  that  have 
xepted  by  the  Corporation. 

Latin-American  Corporation  will  have 
arters  for  its  South  American  activities  at 

Aires,  and  the  staff  for  that  office  sailed 
J'ew  York  last  week.  One  of  the  member? 
party  is  Dr.  R.  P.  Strong,  who  had  charge 
Red  Cross  relief  organization  which  stamped 
hus  fever  in  Servia  last  year.  Dr.  Strong  is 
ser  upon  sanitary  works. 

A  Terminals  Corporation. 

laking  a  study  of  the  export  trade  and  of 
ig  services  the  officials  of  the  American  In- 
onal  Corporation  were  quickly  impressed 
he  importance  of  port  facilities  and  ade- 
;erminal  accommodations  where  the  trans- 
freight  between  railroads  and  ships  must 
ie.  There  is  no  other  point  in  the  move- 
f  goods  from  one  country  to  another  where 
is  so  great  an  opportunity  for  reducing 
5  where  this  transfer  between  rail  and  ocean 
Drtation  takes  place.  Every  hour's  delay 
ship  waiting  to  load  or  unload  her  cargo 
e  paid  for  in  her  charges,  every  day's  delay 
ar  waiting  to  be  unloaded  must  be  paid  for 
charges,  and  every  unnecessary  handling 
?ht  is  a  tax  on  the  traffic,  not  to  speak  of 
ler  costs  and  vexations  of  freight  conges- 
ind  delay.  The  failure  to  get  goods 
h  promptly,  and  to  render  reliable  service, 


is  more  serious  in  any  trade  than  the  increase  in 
charges.  When  American  producers  are  compet- 
ing in  the  markets  of  the  world,  this  matter  of 
efficient  and  economical  service  at  the  ports  is 
bound  to  be  an  important  factor. 

Of  course,  adequate  terminal  organization  is 
important,  not  only  for  foreign  trade  but  for  the 
domestic  comimerce.  The  problem  has  become 
acute  at  every  railway  center  of  the  country, 
chiefly  because  of  a  lack  of  comprehensive  plan- 
ning, and  of  a  coordination  that  would  include  all 
of  the  factors  of  the  situation. 

The  port  of  New  York  in  volume  of  traffic  is 
first  in  the  world.  The  imports  and  exports  through 
it  for  the  fiscal  year  ended  June  30,  1916,  aggre- 
gated $3,500,000,000,  and  for  tlie  fiscal  year  1914 
A'ere  over  $2,000,000,000,  which  surpassed  London 
and  Hamburg.  Approximately  one  half  of  this  coun- 
try's foreign  trade  passes  through  this  harbor. 
Eighty-three  ocean  steamship  lines  maintain  regular 
mailings  to  and  from  this  port  and  as  a  railway  cen- 
ter it  is  second  only  to  Chicago.  Not  only  is  it  a 
^reat  commercial  city  but  it  is  tlie  greatest  manu- 
facturing center  in  tlie  country.  Its  production  of 
manufactured  goods  in  1910  was  greater  than  that 
of  any  State  in  the  union  except  Pennsylvania. 
There  is  an  enormous  volume  of  traffic  to  and  from 
the  city,  and  not  only  is  there  a  serious  charge  upon 
<^oods  passing  through,  but  the  cost  of  living,  for 
the  millions  of  wage-earners  in  the  city  is  enhanced, 
by  the  want  of  a  comprehensive  system  for  hand- 
ling, distributing  and  warehousing  freight.  There 
are  few  piers  in  New  York  harbor  where  ships  can 
be  brought  alongside  of  railway  tracks. 

The  "American  International  Terminals  Com- 
pany" has  been  organized  under  the  laws  of  Dela- 
ware, by  the  National  City  Company,  Stone  &  Web- 
ster, and  the  American  International  Corporation. 
It  will  make  a  thorough  study  of  terminals,  and  of 
course  New  York  harbor  will  receive  special  at- 
tention, but  the  purpose  is  to  make  a  specialty  of 
terminal  organization  and  construction,  including 
warehousing,  and  the  services  of  the  company  will 
be  obtainable  by  other  cities  of  this  and  foreign 
countries.  Stone  &  Webster,  who  are  associated 
in  the  enterprise,  are  known  to  be  one  of  the  leading 
engineering  firms  in  the  country,  and  the  company 
has  secured  the  services,  as  a  terminal  expert,  of 
Mr.  W.  H.  Lyford,  for  thirty  years  connected  with 
the  largest  terminal  railway  system  in  Chicago. 

Organizing  lor  Worlci  MVork. 

The  foregoing  is  a  sketch  of  the  more  impor- 
tant accomplishments  of  the  first  six  months.  A 
vast  amount  of  work  has  been  done  in  effecting  an 
organization,  and  a  great  number  of  propositions 
have  been  given  a  hearing.  Out  of  these  a  limited 
number  have  been  selected  for  further  investiga- 
tion, and  some  important  projects  are  under  ne- 
gotiation. The  foundation  has  been  laid  for  large 
constructive  work,  which  should  do  much  to  cre- 
ate friendly  and  mutually  helpful  relations  be- 
tween the  United  States  and  other  countries. 


i 


Bank  of  Haiti 

The  National  City  Company,  affiliated  with  the 
National  City  Bank  of  New  York,  has  recently  ac- 
quired all  other  American  interests,  and  also  cer- 
tain foreign  interests,  in  the  Bank  of  Haiti,  and  the 
active  direction  of  the  bank  will  hereafter  be  from 
New  York.  The  bank,  which  is  the  only  bank  in 
Haiti,  and  has  nine  branches  over  the  island,  was 
originally  a  French  institution,  with  an  authorized 
capital  of  20,000,000  francs,  of  which  one-quarter 
was  paid  up.  It  was  reorganized  in  1910,  when 
some  American  and  German  capital  became  inter- 
ested. 

It  has  done  the  banking  business  of  the  govern- 
ment, and  owing  to  the  revolutions,  and  the  con- 
flicting claims  of  rival  authorities,  its  situation 
has  been  a  trying  one,  but  its  relations  with  the 
government  are  now  completely  adjusted.  The  cur- 
rency of  Haiti  has  been  in  a  sad  state  of  disorder, 
but  under  the  new  arrangement  the  bank  will  pro- 
ceed to  take  up  all  government  paper  in  circulation, 
issuing  instead  its  own  notes,  which  will  be  kept  at 
a  fixed  relation  to  United  States  money,  five 
''gourdes'*  to  the  dollar.  The  efiFect  of  a  stable 
currency  will  be  to  greatly  encourage  investments 
in  the  island  and  facilitate  trade. 


Federal  Fi 


arm  J^oan 


Act. 


The  Federal  Farm  Loan  Act,  which  was  signed 
by  the  President  on  the  17th,  is  the  outcome  of 
agitation  extending  over  a  number  of  years.  Presi- 
dents Roosevelt  and  Taft  both  gave  attention  to  the 
subject  of  rural  credits,  several  official  commissions 
have  reported  upon  it,  and  a  number  of  exhaustive 
treatises  have  been  written  upon  it  by  individual 
investigators,  with  the  result  that  there  has  been 
a  growing  sentiment  in  favor  of  some  action  tliat 
would  improve  the  facilities  for  placing  farm  loans. 
With  differences  of  opinion  as  to  organization, 
there  has  been  general  approval  of  the  idea  that 
there  should  be  means  of  mobilizing  farm  mort- 
gages in  the  custody  of  a  responsible  organization, 
under  public  supervision,  and  of  issuing  debenture 
bonds  upon  the  mortgage  security.  Such  bonds 
might  be  expected  to  be  a  more  popular  form  of  in- 
vestment than  individual  mortgages,  and,  if  so,  the 
supply  of  capital  available  for  farm  loans  would 
be  increased. 

Xke  Organization. 

The  new  organization  is  modeled  after  the  Fed- 
eral Reserve  system.  The  country  will  be  divided 
into  twelve  districts,  each  of  which  will  have  a  Farm 
Land  Bank,  with  a  minimum  subscribed  capital  of 
$750,000.  Over  all  of  these  banks  will  be  the 
Federal  Farm  Loan  Board,  located  at  Washing- 
ton, and  corresponding  in  authority  to  the  Federal 
Reserve  Board.  It  will  consist  of  five  members, 
including  the  Secretary  of  the  Treasury,  who  will 
be  a  member  and  chairman  ex-officio.  The  other 
four  members  will  be  appointed  by  the  President, 
and  one  of  them  shall  be  designated  by  the  Presi- 
dent as  the  Farm  Loan  Commissioner  and  be  the 
active  executive  officer.  The  members  will  each 
have  a  salary  of  $10,000  per  year,  and  not  more 


than  two  of  the  appointees  shall  be  of  one  pc 
party.     The  full  term  of  office  will  be  eight 

On  July  27,  the  first  step  toward  the  o 
ization  of  the  system  was  taken  by  Pre* 
Wilson  who  sent  the  following  nominatio 
the  Senate  as  members  of  the  Board:  H< 
Quick,  of  West  Virginia;  W.  S.  A.  Smil 
Iowa;  George  W.  Norris,  of  Philadelphia 
Charles  E.  Lobdell,  of  Kansas. 

The  Farm  Loan  Board  will  be  represent 
each  district  by  an  official  to  be  known  a 
Registrar,  whose  duties  will  correspond  to  th( 
the  Federal  Reserve  Agent  in  the  Federal  R( 
system.  Transactions  between  the  Land  banl 
this  Board  pass  through  the  Registrar. 

The  capital  of  each  Farm  Land  Bank  will  1 
less  than  $750,000,  in  shares  of  $5  each,  an 
shares  will  be  offered  to  the  public,  but  unle 
minimum  amount  is  subscribed  within  thirt> 
from  date  it  is  offered  it  will  become  the  d\ 
the  Secretary  of  the  Treasur}^  to  subscribe  f( 
remainder,  and  to  pay  for  the  same  upon  call 
any  funds  in  the  Treasury  not  otherwis 
propriated.  The  Board  will  determine  whe 
capital  shall  be  called  in,  but  this  provision 
assurance  that  it  will  be  forthcoming.  No 
will  have  any  voting  rights,  except  shares  ( 
by  the  United  States  and  by  the  National 
Loan  Associations  (see  later).  Stock  owned 
United  States  will  receive  no  dividends,  but  is 
gradually  retired  at  par.  Each  bank  will  h 
board  of  directors  of  nine  members,  three  of 
will  be  named  by  the  Farm  Loan  Board  ar 
will  be  elected  by  the  National  Farm  Loan  As 
tions.  The  banks  may  have  branches,  with  tl 
proval  of  the  Farm  Loan  Board.  No  ban 
make  loans  outside  of  its  district. 

The  local  organizations  of  the  system  are 
known  as  National  Farm  Loan  Association; 
they  are  expected  to  provide  the  loan  applic; 
Ten  or  more  persons  w^ho  are  the  owners,  < 
about  to  become  owners,  of  land  eligible  as  se 
for  loans  under  the  provisions  of  the  act 
who  intend  to  apply  for  loans,  may  form 
associations,  and  no  other  parties  are  qualifi( 
membership.  Each  association  must  have  a 
of  not  less  than  five  directors,  and  the  dir 
must  elect  a  president,  vice-president,  seer 
treasurer  and  a  loan  committee  of  three  mei 

The  capital  stock  of  the  National  Farm 
Associations  will  be  in  shares  of  $5  each,  and 
applicant  for  a  loan  must  subscribe  for  an  ai 
of  stock  equal  to  5  per  cent  of  the  amount  ( 
loan,  to  be  paid  when  the  loan  is  granted, 
application  for  a  loan  is  approved  the  assoc 
will  forward  it  to  the  bank  of  the  district,  and 
accompany  it  with  a  subscription  to  the  stock 
bank,  equal  in  amount  to  5  per  cent  of  the 
This  stock  is  to  be  retired  when  the  loan  u 
off.  The  plan  is  tlius  to  have  all  of  the  stock  . 
land  banks  eventually  held  by  the  local  associj 
and  the  stock  of  the  associations  held  by  th< 
rowing  farmers,  so  that  when  the  system  is 
developed  all  dividends  will  go  to  the  latter. 


y  farm  loan  association  will  be  required  to 
I  and  become  responsible  for  the  payment  of 
ges  taken  through  it  by  the  land  bank  of  its 
Every  member  of  an  association  will  be 
atably,  and  in  proportion  to  his  share  hold- 
it  not  for  one  another,  for  all  debts,  contracts 
igements  of  the  association,  to  the  extent  of 
-  of  his  share-holdings,  in  addition  to  tlie 
:  paid  in  and  represented  by  the  shares.  That 
y,  there  is  a  double  liability,  as  with  shares 
Dnal  banks.  The  Associations,  however,^  are 
sact  no  business  other  than  such  as  is  inci- 
to  their  relations  to  the  land  banks. 

Restrictions  Upon  Loans. 

1  receipt  of  loan  applications  the  land  bank 
ave  the  land  appraised  by  appraisers  of  its 
iff,  and  no  loan  shall  be  made  unless  it  comes 
the  terms  of  the  act.  Reasonable  charges, 
ceeding  the  actual  costs  of  appraisal  and 
ation  of  title,  together  with  legal  fees  and 
Qg  charges,  may  be  made  against  the  bor- 
under  regulations  by  the  Farm  Loan  Board, 
may  be  made  for  the  following  purposes 
others. 
o  provide  for  the  purchase  of  land  for  agricultural 

0  provide  for  the  purchase  of  equipment,  fertili- 
live  stock  necessary  for  the  proper  and  reasonable 

1  of  the  mortgaged  farm;  the  term  "equipment" 
[ined  by  the  Federal  Farm  Loan  Board, 

o  provide  buildings  and  for  the  improvement  of 
ids;  the  term  "improvement"  to  be  defined  by  the 
Farm  Loan  Board. 

o  liquidate  indebtedness  of  the  owner  of  the  land 
ed,  existing  at  the  time  of  the  organization  of  the 
ional  farm  loan  association  estabUshed  in  or  for 
ty  in  which  the  land  mortgaged  is  situated,  or  in- 
ss  subsequently  incurred  for  purposes  mentioned 
ection. 

r  important  conditions  are  as  follows: 

ch  loan  shall  exceed  fifty  per  centum  of  the  value 
lud  mortgaged  and  twenty  per  centum  of  the  value 
:rmanent,  insured  improvements  thereon,  said  value 
lertained  by  appraisal,  as  provided  in  section  ten  of 
,  In  making  said  appraisal  the  value  of  the  land 
lultural  purposes  shall  be  the  basis  of  appraisal  and 
ing  power  of  said  land  shall  be  a  principal  factor, 
ch  loan  shall  be  made  to  any  person  who  is  not  at 
,  or  shortly  to  become,  engaged  in  the  cultivation 
arm  mortgaged.  In  case  of  the  sale  of  the  mort- 
nd,  the  Federal  land  bank  may  permit  said  mort- 
i  the  stock  interests  of  the  vendor  to  be  assumed 
turchaser.  In  case  of  the  death  of  the  mortgagor 
or  heirs,  or  his  legal  representative  or  representa- 
lall  have  the  option,  within  sixty  days  of  such 
D  assume  the  mortgage  and  stock  interests  of  the 

mount  of  loans  to  any  one  borrower  shall  in  no 
;eed  a  maximum  of  $10,000,  nor  shall  any  loan  be 
5S  sum  than  $100. 

applicant  for  a  loan  under  the  terms  of  this  Act 
ke  application  on  a  form  to  be  prescribed  for  that 
by  the  Federal  Farm  Loan  Board,  and  such  appli- 
.11  state  the  objects  to  which  the  proceeds  of  said 

to  be  applied,  and  shall  afford  such  other  informa- 
nay  be  required. 

borrower  shall  pay  simple  interest  on  defaulted 
;s  at  the  rate  of  eight  per  centum  per  annum,  and 
:ss  covenant  in  his  mortgage  deed  shall  undertake 
/hen  due  all  taxes,  liens,  judgments,  or  assessments 
ay  be  lawfully  assessed  against  the  land  mortgaged, 
iens,  judgments,  or  assessments  not  paid  when  due, 


and  paid  by  the  mortgagee,  shall  become  a  part  of  the 
mortgage  debt  and  shall  bear  simple  interest  at  the  rate  of 
eight  per  centum  per  annum.  Every  borrower  shall  under- 
take to  keep  insured  to  the  satisfaction  of  the  Federal  Farm 
Loan  Board  all  buildings  the  value  of  which  was  a  factor 
in  determining  the  amount  of  the  loan.  Insurance  shall  be 
made  payable  to  the  mortgagee  as  its  interest  may  appear 
at  time  of  loss,  and,  at  the  option  of  the  mortgagor  and 
subject  to  general  regulations  of  the  Federal  Farm  Loan 
Board,  sums  so  received  may  be  used  to  pay  for  recon- 
struction of  the  buildings  destroyed. 

Every  such  mortgage  shall  contain  an  agreement  provid- 
ing for  the  repayment  of  the  loan  on  an  amortization  plan 
by  means  of  a  fixed  number  of  annual  or  semi-annual  in- 
stallments sufficient  to  cover,  first,  a  charge  on  the  loan,  at 
a  rate  not  exceeding  the  interest  rate  in  the  last  series  of 
farm  loan  bonds  issued  by  the  land  bank  making  the  loan; 
second,  a  charge  for  administration  and  profits  at  a  rate 
not  exceeding  one  per  centum  per  annum  on  the  unpaid 
principal,  said  two  rates  combined  constituting  the  interest 
rate  on  the  mortgage ;  and,  third,  such  amounts  to  be  ap- 
plied on  the  principal  as  will  extinguish  the  debt  within  an 
agreed  period,  not  less  than  five  years  nor  more  than  forty 
years :  Provided,  That  after  five  years  from  the  date  upon 
which  a  loan  is  made  additional  payments  in  sums  of  $25 
or  any  multiple  thereof  for  the  reduction  of  the  principal, 
or  the  payment  of  the  entire  principal,  may  be  made  on  any 
regular  installment  date  under  the  rules  and  regulations  of 
the  Federal  Farm  Loan  Board :  And  provided  further,  That 
before  the  first  issue  of  farm  loan  bonds  by  any  land  bank 
the  interest  rate  on  mortgages  may  be  determined  in  the 
discretion  of  said  land  bank  subject  to  the  provisions  and 
limitations  of  this  Act. 

No  loan  on  mortgage  shall  be  made  under  this  Act  at  a 
rate  of  interest  exceeding  six  per  centum  per  annum,  ex- 
clusive of  amortization  payments. 

Every  borrower  who  shall  be  granted  a  loan  under  the 
provisions  of  this  Act  shall  enter  into  an  agreement,  in 
form  and  under  conditions  to  be  prescribed  by  the  Federal 
Farm  Loan  Board,  that  if  the  whole  or  any  portion  of  his 
loan  shall  be  expended  for  purposes  other  than  those  speci- 
fied in  his  original  appHcation,  or  if  the  borrower  shall  be 
in  default  in  respect  to  any  condition  or  covenant  of  the 
mortgage,  the  whole  of  said  loan  shall,  at  the  option  of  the 
mortgagee,  become  due  and  payable  forthwith:  Provided, 
That  the  borrower  may  use  part  of  said  loan  to  pay  for 
his  stock  to  the  farm  loan  association,  and  the  land  bank 
holding  such  mortcaee  may  permit  said  loan  to  be  used  for 
any  purpose  specified  in  subsection  fourth  of  this  sectioi 

Farm  Loan  Bonds. 

The  land  banks  may  make  application  to  the^ 
Farm  Loan  Board  for  permission  to  issue  bonds 
secured  by  farm  mortgages  taken  pursuant  to  the 
above  conditions.  An  application  for  bonds  must 
be  forwarded  through  the  Registrar,  and  the  bank 
must  deliver  to  the  Registrar  mortgages  amounting 
to  not  less  than  the  sum  of  the  bonds  applied  for. 
If  the  issue  is  approved  the  bonds  will  be  delivered 
through  the  Registrar  to  the  bank,  and  the  mort-j 
gages,  transferred  by  assignment,  will  be  retaine( 
in  the  custody  of  the  Registrar,  and  kept  in 
vault  approved  by  the  Farm  Loan  Board. 

All  farm  loan  bonds  issued  by  banks  of  th( 
system  will  be  alike  in  general  design,  except  that 
they  shall  show  the  bank  by  which  they  are  issue(* 
and  the  particular  series  to  which  they  belong.! 
They  shall  be  issued  in  series  of  not  less  than  $50,- 
000,  amount  and  terms  to  be  fixed  by  the  Farm 
Loan  Board.  The  rate  of  interest  shall  not  exceed 
5  per  cent,  per  annum.  The  denominations  will  be 
$25,  $50,  $100,  $500  and  $1000.  They  shall  run 
for  specified  maximum  and  minimum  periods,  sub- 
ject to  retirement  at  the  option  of  the  land  bank] 
at  any  time  after  five  years  from  date  of  issue. 


Every  land  bank  is  primarily  responsible  for  the 
bonds  issued  by  it,  but  in  the  event  of  the  insol- 
vency of  any  bank,  all  other  banks  will  be  liable  to 
assessment  to  make  up  any  deficit.  The  assess- 
ment will  be  levied  by  the  Farm  Loan  Board  upon 
the  basis  of  each  bank's  outstanding  bond  issues. 
In  other  words  the  issues  of  each  bank  are  guaran- 
teed by  all  the  other  banks. 

Earnings  and  Dividends. 

The  earnings  of  the  land  banks  and  local  asso- 
ciations must  all  be  made  from  this  paid-up  capital 
plus  the  one  per  cent,  margin  which  is  allowed  be- 
tween the  rate  of  interest  paid  upon  the  bonds  and 
the  rate  of  interest  charged  the  borrowing  farmer. 
Of  the  net  earnings  the  land  banks  must  set  aside 
25  per  cent,  in  a  reserve  fund  until  said  fund  equals 
20  per  cent,  of  the  capital,  and  after  that,  and  when 
all  impairments  are  made  good,  5  per  cent,  of  the 
net  earnings  shall  be  set  aside.  After  these  reser- 
vations the  whole  or  any  part  of  the  remaining  earn- 
ings may  be  used  for  dividends. 

The  local  associations  (whose  earnings  come  from 
stock  in  the  land  banks)  are  required  to  set  aside 
10  per  cent,  of  their  net  income  until  the  fund 
reaches  20  per  cent,  of  their  capital,  and  after  that, 
and  after  any  impairment  has  been  made  good,  two 
per  cent.  When  this  has  been  done  the  remainder 
may  be  divided  in  dividends. 

Agents  oi  Federal  Land  Banks. 

After  the  act  has  been  in  effect  one  year,  if  \i 
shall  appear  to  the  Farm  Loan  Board  that  local 
associations  have  not  been  formed,  and  are  not 
likely  to  be  formed  in  any  locality,  the  Board  may 
authorize  the  appointment  of  agents  to  negotiate 
loans  in  such  localities. 

Such  agent  must  be  a  duly  incorporated  bank  or 
trust  company,  chartered  by  the  State  in  which  it 
has  its  principal  office,  and  the  agent  must  compl}- 
with  all  the  conditions  provided  for  the  national 
farm  loan  associations,  i.e.,  it  must  subscribe  for 
stock  in  the  land  bank  to  the  extent  of  5  per  cent,  of 
the  loans  taken  by  the  banks,  and  it  must  guarantee 
all  loans  which  it  negotiates. 

Joint  Stock  Banks. 

Provision  is  made  for  joint  stock  land  banks, 
with  a  paid-up  capital  of  not  less  than  $250,000. 
subscribers  to  be  subject  to  a  double  liability  a.<= 
with  national  banks.  The  capital  for  these  must  be 
all  provided  by  private  parties.  These  banks  will 
be  subject  to  the  same  restrictions  as  the  federal 
land  banks  as  to  the  rates  of  interest  charged  for 
loans  and  paid  upon  bonds.  No  other  earnings  are 
permitted  than  such  as  accrue  from  their  capital 
and  from  the  one  per  cent,  margin  between  the  rate 
on  mortgages  and  the  rate  on  bonds.  Actual  ex- 
penses for  fees  and  examinations  may  be  included 
in  the  loan. 

The  joint  stock  banks  will  be  under  the  super- 
vision of  the  Farm  Loan  Board,  and  will  be  auth- 
orized to  issue  bonds  based  upon  mortgages.  Such 
bonds  will  be  in  a  form  prescribed  by  the  Board 


but  readily  distinguishable  from  the  bonds 
by  the  federal  land  banks. 

The  joint  stock  banks  will  not  be  subject 
conditions  placed  upon  the  federal  land  ban 
to  the  purposes  for  which  the  money  must  be 
or  as  to  amortization,  or  the  occupation  of  th< 
by  owner. 

Exemption  From  Taxation. 

Every  Federal  land  bank  and  every  national 
loan  association,  including  the  capital  and  n 
or  surplus  therein  and  the  income  derived 
from,  is  exempt  from  federal,  state  and  local 
tion,  except  taxes  upon  real  estate.  First 
gages  issued  to  the  Federal  land  banks,  or 
stock  land  banks,  and  farm  loan  bonds  issued 
the  provisions  of  this  act,  shall  be  deemei 
held  to  be  instrumentalities  of  the  governme 
the  United  States,  and  as  such  they  and  tl 
come  derived  therefrom  shall  be  exempt  from 
eral.  State,  municipal  and  local  taxation.  Thi 
laration  would  seem  to  imply  that  these  bon( 
practically  guaranteed  by  the  government  but 
is  no  guaranty. 

Government  Depositaries. 

There  are  two  provisions  in  the  act  autho 
United  States  government  deposits.  Sectic 
provides  that  Federal  land  banks  and  joint 
banks  may  be  desigfnated  by  the  Secretary  c 
Treasury  as  depositaries  of  public  money,  e 
receipts  from  customs,  and  that  they  may  b 
^mploved  as  financial  agents  of  the  goverr 
and  shall  perform  such  reasonable  duties  as  n 
'-equired  of  them.  The  Secretary  of  the  Tre 
=;hall  require  them  to  g^ive  securitv  for  the 
keeping  of  monies  and  for  the  faithful  perfori 
of  their  duties  as  financial  agents.  No  goveri 
funds  deposited  under  the  provisions  of  thi 
h'on  shall  be  invested  in  mortgage  loans  or 
Mans.  Apparently  this  section  is  to  secure  1 
Treasury  the  services  of  these  banks  in  e 
<yovernment  bonds,  if  this  should  be  desirabh 

Section  32  provides   that  the   Secretary  o 
Treasury  may  in  his  discretion,  upon  the  requ 
the  Farm  Loan  Board,  make  deposits  for  the 
porary  use  of  any  Federal  land  bank.     Sue 
oosits  shall  be  secured  by  farm  loan  bonds  or 
•security  satisfactory  to  the  Secretary  of  the  1 
ury,  and  shall  bear  a  rate  of  interest  not  exce 
the  current  rate  upon  other  public  deposits, 
aggregate  of  all  sums  so  deposited  in  the  land 
at  any  one  time  shall  not  exceed  $6,000,000. 
ourpose  of  this  provision  is  doubtless  to  enab 
Treasury  to  come  to  the  assistance  of  the 
banks  in  an  emergency,  as  for  example  upo 
maturity  of  an  issue  of  bonds. 

Douttful  Features  of  tke  System. 

That  this  system,  supported  as  it  is  by  the 
ernment,  can  be  carried  through  to  be  event 
a  working  success,  will  hardly  be  doubted.  ' 
cism  will  be  directed  first  to  the  elaborat 
ganization,  which  many  regard  as  more  e: 


11  necessary;  and,  second,  to  certain  fea- 
at  are  deemed  unsound  in  principle  and 
;ary  to  the  achievement  of  the  end 
Until  after  a  year  has  elapsed  no  loans  can  be 

unless  the  applications  come  through  the 
neighborhood,  associations,  membership  in 

restricted  to  intending  borrowers.  The 
of  the  measure  doubtless  believe  that  the 
needs  are  so  pressing  that  there  will  be  a 
organize  these  associations.  Time  will 
lether  the  farmers  who  are  eligible  under 
s  of  the  act  v/ill  promptly  take  steps  to 
A  large  proportion  of  such  farmers  al- 
,ve  mortgages  outstanding,  and  must  pay 
according  to  their  terms.  Moreover,  they 
disposed  to  wait  and  see  what  advantages 
gained  by  shifting  their  loans  to  the  new 

In  the  older  states,  where  the  common 
arm  loans  is  5  to  6  per  cent.,  it  is  not  clear 
e  will  be  any  inducement  to  early  action, 
gh  the  law  permits  different  interest  rates 
Tent  localities,  the  banks  are  practically 
le  same  credit  basis  by  the  provision  which 
lem  all  responsible  for  each  other's  obli- 

There  are  states  in  which  climatic  condi- 
ke  crops  more  uncertain  than  in  other 
id  interest  rates  are  higher  there,  partly  on 
unt  and  partly  because  the  communities  are 
l1  capital  is  relatively  scarce,  and  the  popu- 


lation is  not  so  well  able  to  go  through  a  crop  fail- 
ure. In  these  states  interest  rates  are  naturally 
higher  than  in  states  where  crop  failure  is  unknown 
and  local  capital  is  in  good  supply.  Under  this 
system  the  latter  states  will  lend  their  credit  to 
the  former.  Will  this  work  out  satisfactorily?  It 
will  depend  upon  how  carefully  loans  are  made  in 
the  new  and  uncertain  localities.  It  is  within  the 
memory  of  men  when  millions  of  savings  belong- 
ing to  the  Eastern  states  were  lost  in  loans  upon 
western  farm  lands.  This  system  would  have  gone 
to  sm.ash  then.  Conditions  are  better  now,  and  it  is 
inconceivable  that  any  portion  of  the  country  should 
ever  again  pass  through  such  an  experience  as  that. 
But  the  principle  of  making  a  land  bank  in  one  part 
of  the  country  guarantee  the  loans  made  by  a  land 
bank  in  another  part  of  the  country  is  question- 
able. This  feature  of  the  plan  savors  too  much  of 
the  guaranty  of  deposits.  It  is  good  to  help 
everybody  to  have  the  benefit  of  all  the  credit  to 
which  he  is  entitled,  but  it  is  doubtful  policy  to 
help  one  with  cost  or  risk  to  another. 

The  same  comment  may  be  made  upon  the  pro- 
visions putting  the  land  banks  and  the  capital  in- 
vested in  land  bonds  upon  a  different  basis  from 
other  banks  and  other  capital  as  regards  taxation. 
It  is  not  good  policy  or  fair  policy  to  exempt  any- 
body from  taxation.  This  exemption  is  for  the 
benefit  of  owners  of  farming  lands,  and  no  other 


MEMENT  OF  RESOURCES  AND  LIABILITIES  OF  EACH  OF  THE  TWELVE  FEDERAL 
RESERVE  BANKS  AT  THE  CLOSE  OF  BUSINESS  JULY  28,  1916. 
(In  Thousands  of  Dollars) 

>UBCES            Boston  N.  Y.  Phila.  Clev'd  Rich'd  Atlanta    Chic.  St.Louis  M'np'ls  Kas.City  Dallas  S.Fr'sco    Total 

and  certif.  in 

$9,242  150,469  10,253  13,716  5,248  5,485     35,220  4,162        6,041        4,078  5,312  10,705     259,931 

jment  fund. ..  .13,147  10,824  13,773  12,451  10,823  1,498       9,775  5,684       4,304      13,297  4,265  3,070      102,911 

Tiption  fund...          5  250  50            51  419  441  200  58            30           144           258  12  1,918 

fold   reserve... 22,394     161,543     24,076     26,218     16,490     7,424     45,195       9,904     10,375     17,519       9,835     13,787     364,760 

ier  notes,  sil- 

439   10,160    248   1,133    251   1,125    788   1,177    407     70    787      4   16,589 

eserve  ..22,833  171,703  24.324  27,351   16,741   8,549  45,988   11,081   10,782   17,589  10,622   13,791   381,349 

nption    fund — 

Ik   notes ...  ... ...  ...  ...  ...  400  50  ...  450 

)unted  —  Mem- 

2,313     390    637    284   5,884   3,013   3,800    665   1,465   2,185   6,403    555   27,594 

ght     in     open 

..12,170       28,489      11,319       7,291  825      1,418       5,784       5,180       2,759  528  ...        7,691       83,4.54 

•ills  on  hand.. 14,483       28,879     11,956       7,575        6,709      4.431        9.r)84       5.845       4,224        2,713        6.403       8,248      111,048* 

ts :    U.  S.  bonds  3,082         2,460       3,182       5,650       1,377      1,508       9,753       2,770       3,512       9,^47       2,581        3,134       48,656 

,S.  Treas.  notes     2.50         2,282  818  800  684         526  ...  570  350  616  529  500         7.925 

warrants    2.700         7,389       2,410       4.539  336  ...        4,368       1,735        I.Q.IS  424  ...        2,261        27.220 

jarning   assets. 20,515       41,010     18,366      18.564       9,106      6,465     23.705      10,920       9.144      13,400       9,513     14,141      194,849 

rve  Notes,  Net.     844  11,775          .504  267  ...  1,228  1,286  1,194  1,446          1,764  20,308 

other    F.    R. 

it    2,420  1,863  157  8,743  3,267  923  1,093           ...  1,389  12,6205 

resources .... ..      312  454            94  390  144  1,360  755  .570  91  251           939  154         5.514 

lESOURCES .  ..44,504  224,942     43,288     48,992  27,854  17.7.59  80,472  27,032  22,386  32,733  21,124  31,239  015,090 

JII.1TIBS  ~              ~~ 

lid  in.... 4,925  11,506       5,216       5,966  3,358  2,494  6,671  2,792  2,578  3,000  2,689  3,921  55,206 

nt  deposits    ...  3,820  18,300       6,223       2,893  3,^55  4,599  3,618  4,533  863  2,653  2,147  3,038  56,542 
bank    deposits, 

.........35,011  189,139     31,418     40,133  16,410  10,660  70,183  19,707  18,945  23,910  11,470  24,280  491,266 

!rve   notes.   Net      . . .             4,138  1,478  4,506  ...  10,122t 

herF.^Wks". l'^2  ^'^'^ 

•••:•••.•.• ^3         5,907  373  312  

liabilities 105  ...  58  ...  93  6  262 

.IABILITIES..44..504     224,942     43,288     48,992      27.854    17,759     80.472      27,032      22,386.32,733     21,124      31,239      615,090 

Cotal  Reserve  notes  in  circulation,  l.=S2,.^90. 

mer  deduction  of  items  in  transit  between  Federal  Reserve  Banks,  12,620,   the  Gold   Reserve  against   Net   deposit 
nn  note  liabilities  is  66^<j{,    and  the  cash  reserve  is  69.9<%.    Cash  Reserve  against  net  deposit  and  note  liabilities 
tot"^- -ffr    ^^^^Im?  ^%  ^^*^  Reserve  against  net   liabilities  on  Federal  Reserve  Notes  in  circulation,  70..'>%. 
aaturitie     ^  300     T  tT"  m  048°^     ^^"^'   ^'*^*^^^   ^®   ^^^^'   17,308;    to   80   days,    19,421;    to   60  days,   40*019;    other 


class  of  people  has  been  so  generally  prosperous 
in  recent  years.  The  average  value  per  acre  of  all 
the  farming  lands  in  the  United  States,  exclusive 
of  improvements,  as  reported  by  the  Census  Bu- 
reau, increased  from  1900  to  1910  by  108  per  cent, 
and  has  gone  on  increasing  since  at  approximate- 
ly the  same  rate.  The  increase  in  the  cost  of  liv- 
ing, of  which  there  is  general  complaint,  is  chiefly 
due  to  the  rise  in  price  of  farm  products.  With  a 
rise  in  the  value  of  their  bare  lands  continuing 
now  over  ten  years  at  an  average  rate  of  above  10 
per  cent,  per  annum,  the  owners  of  farms  can  af- 
ford to  pay  the  natural  rate  for  capital  when  the 
means  are  provided  to  supply  it  readily.  If  this 
act  accomplishes  what  is  expected  of  it  in  the  way 
of  supplying  cheap  and  easy  money  on  land  se- 
curity it  will  lift  land  prices  still  higher,  to  the 
advantage  of  present  land-owners.  How  long 
will  it  be  before  the  cry  will  be  heard  that  it  is 
more  difficult  than  ever  for  a  poor  man  to  acquire 

land? 

The  salaries  of  the  members  of  the  Farm  Loan 
Board,  and  all  the  expenses  of  the  Board  and  its 
staff  of  appraisers  and  aids,  are  to  be  paid  perma- 
nently out  of  the  Treasury  of  the  United  States. 
In  this  respect  the  system  differs  from  the  Fed- 
eral Reserve  system,  the  expenses  of  the  latter 
being  borne  entirely  by  assessments  upon  the 
member  banks. 

Effects  of  Special  Legislation. 

Legislative  efforts  to  favor  certain  classes  or 
occupations  at  the  expense  of  the  rest  of  the  com- 
munity seldom  accomplish  what  is  calculated  of 
them,  because  there  is  usually  a  reaction  of  some 
kind  which  brings  new  factors  into  the  situation. 
If  you  could  change  one  thing  and  have  everything 
else  remain  the  same  the  result  might  be  as  ex- 
pected, but  changing  one  thing  affects  everything 
else,  so  that  results  may  be  very  different  from 
what  are  expected.  There  can  be  no  two  opinions 
as  to  the  desirability  of  developing  agriculture,  and 
of  making  capital. readily  available  for  that  purpose. 
Every  facility  which  a  perfected  organization  can 
afford  should  be  provided.  All  classes  will  be  bene- 
fited by  greater  production  from  the  farms.  But  it 
does  not  follow  that  special  privileges  should  be 
granted,  or  that  they  will  yield  beneficial  results  in 
the  long  run.  The  heavy  taxes  that  are  now  being 
placed  upon  large  incomes  are  creating  a  demand 
for  investments  exempt  from  such  levies.  It  has 
been  evident  in  the  market  for  municipal  bonds, 
and  will  be  more  evident  hereafter  under  the  new 


schedule  of  super-taxes.     These  land  bank 
will  be  another  form  of  investment  free  fron 
taxes,  and  the  revenues  of  the  government  w; 
fer  accordingly.     Of  course  the  advocates  < 
exemption  will  say  that  the  loss  of  revenues 
fully  made  up  to  the  country  by  the  benefits  c 
from  such  investments,  but  there  are  benefits 
country  from  all  kinds  of  investments  and  t 
no  better  way  of   determining  how  much 
should  go  to  agriculture  and  how  much  to 
factures  and  transportation  than  by  allowing 
to  go  into  them  all  on  equal  terms.    There  is 
question  as  to  the  constitutionality  of  the  exe 
proposed. 

There  is  not  only  discrimination  in  favor  o 
banks  and  bonds  as  compared  with  other 
and  bonds  but  as  compared  with  other  capil 
ployed  in  farm  loans.  The  individual  whc 
money  to  farmers  direct  remains  subject  t( 
tion,  while  if  he  buys  these  land  bank  bor 
investment  and  income  from  it  are  free  oi 
tion.  This  is  a  use  of  the  taxing  power  t 
up  a  governmental  system.  If  the  goverr 
system  is  really  meritorious  it  should  be  a 
without  privileges  or  arbitrary  methods. 

Discount  Rates. 


Discount  rates  of  each  Federal  Reserve 
in  effect  July  28,  1916. 


Boston 

New  York — 
Philadelphia. 

Cleveland 

Richmond.... 

Atlanta 

Atlanta 
N'  w  Orleans  br 

Chicago 

St.  Louis 

Minneapolis 
Kansas  City., 

Dallas 

SanFrancisco 


MATURITIES 


10 
days 
and 
less. 


3 
3 

3H 
3>£ 


3»/^ 
3 


'3" 


over 10 

days  to 
30  days, 
inclus- 
ive. 


4 
4 
4 
4 

4 


4 

4 
4 

4 
3^ 


over  30 
to  60 
days, 

inclus- 


4 
4 

4 

4^ 

4 

4 


4^ 

4 

4 

4 
4 


over  60 
to  90 
days. 

inclus- 
ive. 


4 

4 

4 

4^ 

4 

4 


rt  «* 
b.  O  u 

5 
5 

4^ 
5 

5 
5 


4J4 

4 

A% 

4H 

4 

4J^ 


5 
5 
5 

AM 
514 


Trade  ac 
_ances 

To 


days, 
in- 
clu- 
sive. 


3M 
3^ 

3'A 

C3I-4 


D3 

3M 
4 

3% 
3 


A  Rate  for  commodity  paper  maturing  within  90  days. 

B  Rate  for  bills  of  exchange  in  open  market  operations;  J 
—5%;  paper  bought,  Dallas  3—5. 

C  Rate  for  trade  acceptances  bought  in  open  market,  witl 
ber  bank  indorsement. 

D  A  rate  of  2  to  4  per  cent  for  bills  with  or  without  men 
indorsement  was  authorized  on  Dec.  21, 1915. 

E  Rate  for  commodity  paper  maturing  within  30  days,  3^ 
over  30  to  60  days,  4  per  cent;  over  60  to  90  days,  4>2  per  cer 
days,  5  percent. 

F  Rate  for  trade  acceptances  to  30  days  inclusive :  B 
New  York  3^;  Philadelphia  3^  ;  Cleveland  3;  Richmond  3'/ 
S'A  ;  Atlanta  New  Orleans  Branch)  3K-4;  St  Louis  D3:  Mi 
3y2  ;  Kansas  City  4 ;  Dallas  3'A  ;  San  Francisco  3. 


THE  NATIONAL  CITY  BANK  OF  NEW 


"City  BanK  Service. 


ft 


CORRESPONDENTS  and  depositors  find  this  service 
unsurpassed.  It  is  the  outgrowth  of  loo  years*  business 
experience  and  success. 

The  excellence  of  the  service  is  attested  by  the  con- 
tinuous growth  of  our  resources. 

The  service  is  available  to  you  and  might  become 
invaluable.  We  should  be  glad  to  hear  from  bankers, 
merchants  and  manufacturers  who  contemplate  opening 
a  New  York  account  or  who  may  wish  to  establish  new 
or  additional  banking  facilities. 

None  too  large;  none  too  small. 


THE  NATIONAL  CITY  BANK  OF  NEW  YORK. 
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Economic  Condition 
Governmental  Financ 
United  States  Securitie 


General  Business  Conditions. 

THE  last  days  of  August  were  full  of 
events  of  large  importance  in  the 
business  world.  The  pubHc  had  re- 
fused to  believe  that  a  railway  strike 
was  really  imminent.  That  "wolf"  cry 
had  been  heard  so  often  that  it  was  taken  to  be  only 
an  incident  of  the  periodical  wage  adjustments 
between  the  brotherhoods  and  the  companies. 
There  has  been  such  a  development  of  public 
sentiment  in  favor  of  the  settlement  of  such  con- 
troversies, particularly  where  the  public  is  vi- 
tally concerned,  by  conciliation  and  arbitration 
that  few  people  believed  it  possible  that  railway 
traffic  would  be  suspended.  Nevertheless,  in  the 
midst  of  the  greatest  period  of  prosperity  the 
country  has  ever  known,  when  every  mill  and 
factory  is  working  to  capacity,  and  wage-earnings 
are  greater  than  ever  before,  the  entire  industrial 
organization  is  threatened  with  paralysis.  The 
railway  system  when  doing  its  best  can  scarcely 
handle  the  business  of  the  country,  and  the  sus- 
pension of  freight  traffic  will  quickly  force  a  sus- 
pension of  industries,  and  throw  out  of  employ- 
ment a  great  many  more  men  than  there  are  in  the 
railway  brotherhoods.  The  losses  which  must 
result  to  all  classes  if  the  threat  is  carried  out  are 
beyond  computation. 

Effect  of  War  Orders. 

The  hesitating  spirit  which  was  noticeable  in 
business  circles  a  few  months  ago  has  been 
changed  by  the  vigorous  renewal  of  war  orders, 
and  other  evidence  that  the  foreign  demand  upon 
our  industries  is  not  likely  to  cease  at  an  early 
day.  The  great  buying  movement  early  in  the 
year  put  enough  business  on  the  books  in  most 
lines  to  assure  activity  throughout  1916.  Then 
came  a  lull,  and  a  disposition  to  prepare  for  the 
end  of  the  war  and  lower  prices,  but  on  August 
1st,  in  tKe  opinion  of  competent  judges,  the  pros- 
pect looked  more  like  two  years  of  war  than  it 
did  a  year  ago  or  at  the  beginning.  The  effect 
was  to  start  a  new  buying  movement  in  steel  and 
other  commodities  and  to  stiffen  prices.  With 
no  material  change  in  the  situation  the  next  few 
months  would  see  the  country's  industrial  capa- 
city sold  out  practically  to  the  last  quarter  of 
1917. 

The  entrance  of  Rumania  into  the  war  is  the 


New  York,  September 

most  important  event  since  the  entrance  o 
and  if  followed  by  the  entrance  of  Greece 
cause  a  revision  of  opinion  as  to  the  prospc 
peace.  Although  either  side  may  be  able  i 
out  in  defence  for  a  long  time,  it  is  not  like 
the  war  will  go  to  the  last  ditch. 

Meanwhile,  under  the  shadow  of  the 
business  continues  at  a  record-breaking 
every  line  of  industry  contending  with 
shortage  and  scarcity  of  materials.  Even 
railway  dispute  is  fortunately  settled  tt 
look  this  fall  is  for  the  most  serious  car  si 
and  blockade  ever  known.  Upon  general 
pies  the  business  man  dreads  uncertainti< 
so  common  opinion  looks  to  the  end  of  t 
with  apprehension.  The  farther  away  it 
better  we  will  be  prepared  for  it,  is  the  i 
ing.  We  are  reducing  our  foreign  debt, 
our  goods  into  new  markets,  developing  r 
dustries,  paying  off  debts  and  accumulatin 
tal.  Surely  we  are  strengthening  our  pi 
These  are  positive  gains  and  outweigh  ; 
many  apprehensions  and  warnings.  I 
people,  however,  cannot  forget  that  the 
present  abnormal  conditions  prevail  the 
we  shall  get  from  the  natural  state  of  ii 
and  trade  to  which  we  must  return  when  t 
is  over.  Wages  are  still  advancing  and  tl 
cess  of  adjustment  to  temporary  condit 
still  going  on.  It  is  not  comfortable  to  U 
we  are  working  under  an  unnatural  stimul 
that  every  month  of  these  conditions  wil 
the  following  reorganization  more  difficul 

Crops  and  Prices. 

The  crops  are  a  disappointment.  W 
been  favored  with  two  extraordinary  crop 
since  the  war  began,  and  in  the  natural  oi 
things  could  hardly  hope  for  more.  We  ; 
from  a  crop  failure,  but  the  yield  is  suff 
short  to  make  prices  higher  for  consume: 
they  were  already  high  enough  to  intens 
demands  for  more  wages.  The  corn  cr 
been  cut  down  by  drought  to  about  2,500,( 
bushels,  and  this  inevitably  means  dear 
Hogs  have  been  selling  on  the  Qiicago 
above  $11  per  hundred  weight,  and  the  gre 
sumptive  demand  for  meats  is  scarcely  Si 
Canadian  buyers  have  been  taking  hogs 


hicago  at  the  highest  prices. 

wheat  crop  is  badly  hurt,  the  total  yield 

y  not  exceeding  the  requirements  of  this 

for  food  and  seed.  Fortunately,  there 
ortant  stocks  in  this  country  carried  over 
he  two  big  crops  of  1914  and  1915. 
grown  wheat  has  been  selling  in  the  in- 
[larkets  of  England  above  $2  per  bushel, 
las  seemed  quite  possible  that  that  price 
e  reached  in  the  United  States.  The  mar- 
it  off  heavily  on  the  news  of  Rumania's 
e  into  the  war,  on  the  theory  that  the 
Qelles  might  be  open  before  the  end  of 
)  year,  and  Russian  and  Rumanian  wheat 

out. 

:es  from  the  agricultural  districts  are  gen- 
:onfident  that  the  buying  power   of   the 

will  not  be  seriously  impaired.  This  is 
arly  true  of  the  spring  wheat  territory  of 
thwest,  where  crops  are  now  so  diversi- 
t  injury  to  wheat  is  not  so  serious  as  it 
:ew  years  ago.  Fortunately  there  is  an 
ly  good  outlook  for  corn  in  this  territory, 
otton  crop  has  suft'ered  further  deteriora- 
•ing  the  past  month,  drought  west  of  the 
ppi  following  floods  in  the  East,  and  pre- 

are  made  that  it  will  not  be  more  than 

00  bales.  Prices  have  been  ranging 
5  cents  per  pound,  the  highest  figures  on 

1  market  in  many  years.  High  prices  for 
re  disturbing  the  cotton  goods  trade,  but 
iployment  so  complete  throughout  the 
ts  there  is  not  likely  to  be  much  curtail- 

the  demand.  The  high  cost  of  living 
1  foreshadowed  for  the  coming  year  will 
rious  matter  if  there  shall  be  an  inter- 
of  employment. 

lilway  Wage  Controversy. 

s  writing  a  settlement  of  the  railway  con- 
has  not  been  reached,  and  a  strike  order 
e  to  the  membership  of  the  four  orders 
men,  effective  at  7  a.  m.,  on  September 
le  President  has  given  his  endorsement 
)rinciple  of  the  eight-hour  day,  but  has 
tly  yielded  against  his  judgment  to  the 
for  an  eight-hour  day  with  ten  hours 
[e  has  stated  that  the  present  situation 
ver  be  allov/ed  to  occur  again,  which  can 
an  that  present  demands  are  unfair,  and 
Dt  to  be  made  or  granted. 
t  public  is  interested  in  this  controversy, 
rights  involved,  the  public  should  not  be 
to  yield  to  an  arbitrary  exercise  of  power, 
lot  believe  that  the  great  body  of  member- 
the  railway  orders  would  wish  to  ignore 
lie  interest.  That  is  a  question  of  good 
up,  and  the  railway  men  as  a  class  are  as 
izens  as  any  body  of  men  in  the  country, 
ive  their  leaders,  who  are  authorized  to 
Dr  them,  by  whose  advice  they  are,  to  a 
ctent,  guided,  and  in  whose  hands  they 
aced  large  powers.     Presumably   those 


powers  were  intended  to  be  used  with  great  discre- 
tion, and  we  cannot  believe  that  the  membership 
would  approve  of  their  use  in  an  extreme  manner 
when  a  settlement  by  fair  arbitration  could  be  had. 

Trainmen  must  necessarily  cover  a  given 
"run"  over  the  road.  There  has  been  no  talk  of 
shortening  the  "runs,"  which  would  involve 
changing  the  division  points.  This  would  cause 
great  expense  to  the  companies,  and,  as  many  of 
the  trainmen  own  their  homes  at  the  present  divi- 
sion points,  they  would  probably  object  for  that 
reason,  as  well  as  because  they  want  more  pay. 
The  proposal,  therefore,  is  simply  that  overtime 
shall  begin  at  eight  hours  instead  of  at  ten,  and 
be  at  a  twenty-five  per  cent,  higher  rate.  The 
rest  of  the  demands  the  brotherhoods  are  willing 
to  arbitrate! 

The  Brotherhood  officials  have  spoken  of  the 
unyielding  attitude  of  the  railway  managers,  as 
though  the  latter  had  not  shown  a  conciliatory 
spirit.  If  the  managers  had  been  holding  out  for 
the  status  quo,  or  had  laid  down  terms  of  their 
own  and  refused  to  consider  any  otliers,  they 
might  be  called  unyielding.  But  they  have  not 
laid  down  any  terms;  they  took  the  full  step 
toward  conciliation  at  once;  from  the  beginning 
they  have  offered  to  arbitrate  everything. 

The  more  carefully  the  situation  is  considered 
by  the  public,  the  more  clearly  will  it  appear  that 
the  railway  managers  have  followed  the  correct 
course  to  secure  a  settlement  of  the  controversy 
which  would  be  just  to  all  interests  concerned. 
Owing  to  successive  wage  increases  and  other  ris- 
ing costs,  with  a  steadily  narrowing  margin  of  net 
earnings,  the  position  of  the  railways  had  become 
so  critical  in  1914  that  the  Inter-State  Commerce 
Commission  granted  a  five  per  cent,  increase  in 
freight  rates,  effective  over  the  larger  part  of  the 
mileage  of  the  country.  The  Commission  had 
refused  previous  requests,  but  the  point  had  been 
reached  where  even  the  attorney  retained  by  the 
Commission  to  present  the  negative  side  of  the 
case,  Mr.  Brandeis,  expressed  to  the  Commission 
his  opinion  that  the  carriers  were  in  need  of  more 
revenues.  The  railways  had  spent  enormous 
sums  of  capital  to  accomplish  economies  of 
operation,  but  these  economies  were  more  than 
offset  by  the  higher  wage  scales  and  other  costs 
beyond  their  control.  The  Commission  was  con- 
vinced that  to  enable  the  railways  to  raise  the 
new  capital  continually  required  for  the  enlarge- 
ment of  their  facilities,  they  must  be  allowed  to 
increase  their  net  revenues. 

Having  been  granted  the  increase  of  rates,  the 
companies  were  under  obligations  to  conduct  their 
operations  with  proper  economy,  conserve  the  in- 
crease for  the  purposes  for  which  it  was  granted, 
and  avoid,  if  possible,  the  necessity  of  going  back 
to^  the  Commission  for  permission  to  again 
raise  charges  upon  the  public.  The  railway 
authorities  would  be  censurable  if  they  failed  to 
recognize  the  rights  of  the  public  in  this  situation, 
particularly  in  view  of  the  numerous  wage  ad- 
vances that  have  been  granted. 
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The  Public  Right  to  Arbitration. 

This  question  cannot  be  properly  settled  by 
simply  granting  the  Brotherhoods  what  they  ask 
and  then  reimbursing  the  railways  for  the  cost  by 
higher  charges  upon  the  public.  That  may  satisfy 
the  railway  executives,  but  it  is  not  just  to  the 
public.  If  the  wage  increases  are  to  be  paid  by 
the  public,  the  wage  rates  and  conditions  of 
service  should  be  considered  in  comparison 
with  the  wages  and  working  conditions  of  the 
main  body  of  the  public.  They  should  have 
some  just  relation  to  the  wages  of  the  other 
classes  of  railway  employes. 

There  are  natural  differences  in  rates  of  pay 
which  will  be  maintained,  even  though  there  is 
perfect  liberty  in  the  employment  field,  but 
great  care  should  be  exercised  when  such  dif- 
ferences are  established  arbitrarily  by  the  power 
of  small  organizations  holding  strategic  posi- 
tions. The  essential  principle  of  democracy 
is  that  no  class  or  group  shall  seize  upon  a 
strategic  position  and  exercise  its  powers  with 
injustice  to  others.  A  position  of  control  over 
the  railways  gives  that  power.  Industry  can- 
not go  on,  the  people  cannot  live,  without  using 
the  railways,  and  no  class  or  group  of  men 
should  have  unrestrained  control  over  these 
highways.  The  owners  have  been  obliged  to 
accept  public  supervision.  The  public,  through 
its  agencies,  determines  what  charges  may  be 
collected,  and  what  service  shall  be  rendered. 
The  investor  is  completely  at  the  mercy  of  the 
public  authority,  for  once  a  railway  is  built  the 
capital  in  it  cannot  be  withdrawn. 

It  is  evident  that  railway  employes  are  prop- 
erly subject  to  the  same  conditions.  They  may 
retire  individually,  to  enter  other  employment. 
They  may  have  their  brotherhood  associations 
and  their  representative  officials  to  present  their 
claims,  but  they  should  not  be  privileged  to  use 
their  organizations  either  to  suddenly  stop  the 
traffic  of  the  country,  or  to  compel  the  payment 
of  wages  in  excess  of  what  would  be  deter- 
mined in  fair  arbitration  proceedings.  The  right 
of  a  few  to  sacrifice  the  many  has  never  yet 
been  successfully  upheld. 

Section  6  of  the  Clayton  Act  was  deliberately 
designed  to  protect  labor  organizations  in  a 
situation  like  this  from  the  provisions  of  the 
Sherman  Act,  which  forbids  all  combinations  in 
restraint  of  trade.  A  combination  to  make  any 
commodity  scarce  is  unlawful,  but  a  combination 
to  make  labor  scarce,  even  though  the  effect  is  to 
make  all  commodities  scarce  and  dear,  is  thought 
to  be  now  exempt  from  this  inhibition,  although 
the  provision  has  never  been  tested  in  the  courts. 
Section  6  is  given  below,  and  the  gist  of  it  is 
said  to  be  in  the  first  sentence : 

"That  the  labor  of  a  human  being  is  not  a  com- 
modity or  article  of  commerce.  Nothing  contained 
in  the  anti-trust  laws  shall  be  construed  to  for- 
bid the  existence  and  operation  of  labor,  agricul- 
tural,  or   horticultural    organizations,   instituted   for 


the  purposes  of  mutual  help,  and  not  having 
stock  or  conducted  for  profit,  or  to  forbid  or  r 
individual  members  of  such  organizations  fro 
fully  carrying  out  the  legitimate  objects  there 
shall  such  organizations  or  the  members  ther 
held  or  construed  to  be  illegal  combinations  ( 
spiracles  in  restraint  of  trade,  under  the  an 
laws." 

Present  Revenues. 

The   fact   that  during  the   past  year  r 
earnings    have    been    larger    than    ever 
does   not   alter   the   principles   involved, 
earnings  are  due,  in  part,  to  unusual  cone 
and  in  part  to  the  large  expenditures  of 
made  in  recent   years    for  the   improvem 
roadways  and  equipment.     In  but  few  inj 
have  these  earnings  been  used  for  large 
dends;  they  have  gone  thus   far  to  relie 
pressing  needs  of  the  companies  and  to  f 
additional  facilities  for  handling  traflfic. 
is   no   loss   to   the   public    from   such   ea 
They  improve  the  service,  keep  down   c 
ization,   make   railway   investments    safer 
the  result  that  interest  charges   will   be 
If  it  should  be  found  in  normal  times  tl 
increased  charges  are  no  longer  needed  i 
prosperity  of  the  roads,  the  logical  thing 
be  to  dispense  with  them,  and  relieve  th( 
merce  of  the  country  from  them.     It  is 
desirable  thing  to  have  the  costs  of  tram 
tlon  increased.     It  is  a  reversal  of  what 
seem    to    be    the    normal    movement    wh 
many  mechanical  economies  are  being  a( 
It  is  one  of  the   factors  of  rising  costs 
should  be  avoided  if  possible.     If  these  c 
are   necessary   in   order   to   pay   proper 
as  determined  by  public  authority,  they 
stand,    or   if   new   charges   are   necessar)) 
should  be  levied,  but  the  fact  should  be 
mined  by  a  recognized  authority. 

Railway  Ownership. 

The  idea  that  the  railways  belong  to  a  f e 
people,  who  perhaps  never  invested  much  ir 
seems  to  persist  to  a  surprising  extent,  anc 
ably  affects  the  public  attitude  in  some  p; 
the  country.  In  the  newer  portions  of  the 
try  investments  in  real  estate  and  real 
mortgages  are  in  chief  favor,  and  the  oppi 
ties  in  business  are  such  that  few  even 
well-to-do  are  accustomed  to  railway  invest 
In  the  older  sections  of  the  country,  howev 
old  and  well-known  railway  stocks  and  bor 
widely  distributed  among  people  of  mc 
means.  To  a  great  extent  they  are  owr 
women  and  people  who  are  dependent  upoi 
for  a  living.  The  New  England  roads  ar 
largely  owned  in  this  manner,  but  it  is  als 
of  other  of  the  most  important  lines.  The 
sylvania  Railroad  Company  made  a  classif 
of  its  stockholders  two  years  ago,  which  s 
that  of  the  total  number  of  shareholders  ; 
time  (88,863)  about  80  per  cent,  held  les 
100  shares  each. 


division  into  classes  was  as  follows : 
^areholders  owned  ten    shares    or    less,    each; 
lareholders  owned  11  to  30  shares,  each; 
lareholders  owned  31  to  70  shares,  each; 
lareholders  owned  71  to  100  shares,  each. 

statement  does  not  show  the  exact  amount 
k  owned  by  these  71,355  shareholders,  but 
roximate  estimate  may  be  made  by  taking 
:rage  amount  held  in  each  class.  The  re- 
luld  be  as  follows : 

Shares 
lareholders  held  an  average  of  5  shares 

each    102,635 

lareholders  held  an  average  of  20  shares 

each   540,290 

lareholders  held  an  average  of  50  shares 

each ^. 884,165 

lareholders  held  an  average  of  85  shares 

each   521,135 

lareholders   held 2,048,225 

par  value  of  Pennsylvania  stock  is 
id  the  par  value  of  2,048,288  shares  is 
.4,402.  The  total  amount  of  stock  out- 
g  at  that  time  was  $499,198,600.  It  ap- 
therefore,  that  at  the  beginning  of  1913 
^an  one-fifth  of  the  stock  of  the  Pennsyl- 
Railroad  Company  was  held  by  persons 
holdings  did  not  in  any  case  exceed  $5,000 
ue. 

?ave  a  year  ago  a  statement  showing  that 
italization  of  this  companv  was  raised  be- 
1898  and  1915  from  $129,305,000  to  the 
given  above,  and  for  this  increase  the 
ly  received  $425,436,565  in  cash,  which 
5,537,965  more  than  the  par  value  of  the 

Qovernment  Ownership. 

s  been  said  as  one  reason  why  the  railways 
yield  everything  that  the  controversy 
:he  as:itation  for  government  ownership, 
^ould  be  true  if  the  railway  managers  were 
\  an  arbitrary  stand  for  terms  of  their  own, 
the  government  owned  the  railways  the 
n  would  remain  practically  as  it  is  now. 
5re  grave  objections  to  government  owner- 
rhere  is  much  reason  to  believe  that  trans- 
on  costs  to  the  public  would  be  higher 
government  ownership  and  government 
sment  than  they  are  now.  The  waste, 
agance  and  loss  of  eflficiency  would  mean 
3  the  country  than  all  the  profits  of  private 
ihip.  But  there  is  such  a  thing  as  crip- 
)rivate  management  to  a  degree  at  which 
cannot  be  had  for  railroad  investments, 
en  there  will  be  no  alternative  but  public 
;hip  and  management.  When  this  end  is 
i  the  problems  of  management  will  re- 
o  be  faced.  Somebody  will  still  have  to 
line  how  much  all  of  the  people  will  pay 
portion  of  the  people  who  are  operating 
l\yays.  Will  there  be  any  better  way  of 
:  it  than  by  referring  it  to  the  Inter  State 
erce  Commission,  as  the  railway  managers 
roposed  ? 


The  Eight-Hour  Day. 

The  eight-hour  day,  as  applied  to  railroad- 
ing, has  particular  phases  which  have  been 
amply  discussed  elsewhere.  As  applied  to  in- 
dustry generally,  it  is  something  about  which 
it  is  unwise  to  be  dogmatic  or  arbitrary.  It 
is  best  dealt  with  in  a  practical,  experimental 
way,  as  the  work-day  has  been  shortened  in 
the  past,  without  sweeping  changes.  It  has 
been  found  in  some  industries  to  the  satisfac- 
tion of  employers,  that  year  in  and  year  out  as 
much  work  is  done  by  men  working  eight 
hours  as  in  ten  hours,  and  where  this  demon- 
stration is  made  there  is  no  more  controversy. 
Society  is  interested  in  having  hours  of  labor 
so  adjusted  that  the  workers  will  develop  and 
maintain  their  highest  efficiency  and  give  the 
highest  volume  of  production,  but  that  would 
not  make  the  hours  the  same  in  all  occupations. 
If  the  workday  is  reduced  below  this  point  of 
maximum  results  the  supply  of  products  will 
be  reduced,  and  if  wages  are  not  directly  low- 
ered they  will  buy  less,  which  amounts  to  the 
same  thing.  If  railway  trainmen  are  to  make 
shorter  runs  in  the  future,  more  men  will  be  re- 
quired in  that  service,  and  they  will  have  to  be 
withdrawn  from  farming  and  other  occupations. 
Production  will  be  curtailed,  and  no  member  of 
the  community  can  escape  the  effects  of  it,  any 
more  than  he  can  escape  the  effects  of  rust  upon 
the  wheat  crop  or  of  the  boll  weevil  upon  cotton. 

When  it  is  said  that  society  has  made  up  its 
mind  to  the  eight-hour  day,  are  we  to  understand 
that  society  has  definitely  concluded  to  work  less, 
produce  less,  consume  less  and  be  less  ambi- 
tious than  in  the  past? 

The  fact  is  that  there  never  was  a  more  in- 
opportune time  than  now  for  doing  anything 
that  will  have  the  effect  of  reducing  production. 
The  withdrawal  of  millions  of  men  from  the 
ordinary  industries  for  service  in  the  armies, 
and  for  war  work,  has  already  advanced  the 
prices  of  all  the  necessaries  of  life,  and  put  a 
check  upon  the  normal  progress  of  the  world. 
The  only  way  society  can  recover  these  losses 
and  resume  its  forward  march  is  by  increasing 
the  productiveness  of  its  industries,  and  at  this 
time  the  United  States  is  almost  the  only  large 
country  where  this  can  be  done.  Common 
sense,  common  patriotism,  common  sympathy 
with  and  loyalty  to  humanity  the  world  over, 
calls  upon  the  people  of  this  country  to  work 
in  this  emergency  as  they  never  worked  before. 
To  insist  upon  having  an  easier  life  at  such  a 
time,  when  it  means  greater  hardships  for  all 
the  world,  would  be  like  taking  a  holiday  when 
work  was  needed  to  keep  people  from  starving. 
If  the  facts  were  seen  in  all  their  true  relations, 
the  American  people  would  do  nothing  of  the 
kind. 

And  that  is  not  all.  The  industries  and  trade 
of  this  country  are  involved  so  closely  with  the 
trade  and  industries  of  other  countries  that  we 


cannot  reorganize  our  industrial  system  upon  a 
radically  different  and  artificial  basis  without  suf- 
fering hereafter.  The  present  exemption  from 
foreign  competition  is  only  temporary.  We  must 
come  back  in  time  to  approximately  the  same 
relationship  to  world  values  as  existed  before 
the  war.  Gold  will  be  the  standard  of  value 
here  and  abroad.  If  we  fancy  that  we  can  raise 
all  wages  and  all  prices  in  this  country  to  a 
relationship  with  gold  which  takes  no  account 
of  that  ruling  in  other  countries,  we  shall  be 
dreaming  of  a  fool's  heaven.  In  the  first  place, 
if  it  was  possible  to  so  isolate  ourselves  we  would 
be  losers  instead  of  gainers  by  it;  in  the  second 
place  such  isolation  is  impossible,  and  an  attempt 
to  maintain  such  an  artificial  structure  would 
certainly  be  to  expel  gold  from  this  country,  as 
the  one  thing  that  could  be  exported  advan- 
tageously, and  the  result  would  be  a  paralysis 
of  enterprise  and  industry.  History  has  shown 
repeatedly  that  a  state  of  prosperity  which  is 
based  upon  abnormal  conditions,  such  as  exist 
now  in  the  United  States,  carries  very  grave 
perils.  Even  though  all  possible  restraint  and 
wisdom  be  exercised,  some  degree  of  reaction  is 
bound  to  follow.  That  reaction  will  be  made 
worse  by  every  departure  from  the  economic 
principles  which  govern  business  affairs  the  world 
over. 

The  Labor  and  Capital  Problem. 

Every  industrial  dispute  like  the  one  be- 
tween the  railway  companies  and  brotherhoods 
is  related,  of  course,  to  the  larger  problem  of 
the  general  distribution  of  wealth  and  income, 
and  stimulates  discussion  of  the  whole  subject. 
Unfortunately  the  discussion  is  usually  ex- 
tremely superficial.  A  great  many  people  re- 
gard each  dispute  as  simply  one  phase  of  a  con- 
tinuous struggle  which  is  necessary  in  order 
that  labor  may  win  from  capital  a  fair  share 
of  the  results  of  their  joint  efforts.  There  is 
slight  recognition  of  any  general  economic 
law  governing  the  distribution  of  wealth,  or  of 
its  silent  but  inevitable  accomplishments.  In 
the  railway  controversy  the  wage-earners  are 
set  over  against  the  managers  or  shareholders, 
as  though  there  was  a  fixed  amount  for  them  to 
divide  and  nobody  else  was  concerned.  And 
so  there  is  a  common  assumption  in  industrial 
disputes  that  the  only  obstacle  to  higher 
wages  and  shorter  hours  is  the  stubborn  un- 
willingness of  employers  to  grant  them.  ^ 

There  is,  however,  an  abundance  of  evidence 
to  show  that  the  lot  of  the  average  employer  is 
far  from  an  easy  one.  The  Federal  Trade 
Commission  has  reported,  as  the  result  of  an 
official  inquiry,  that  a  majority  of  the  manu- 
facturing establishments  of  this  country  are  not 
making  even  a  fair  profit.  This  is  the  usual 
situation.  The  leaders  are  always  making 
money  and  raising  the  efficiency  of  industry  to 
higher  levels,  while  the  tail-enders  are  always 
losing  and  in  process  of  being  eliminated.    These 


differences  in  management  and  efficiency  a 
exist.  Industry  is  undergoing  constant  < 
tion,  but  no  sudden  revolution  is  possible, 
will  deny  that  organization  among  wage-ez 
and  legislation  for  the  regulation  of  wo 
conditions  have  corrected  abuses  and  a( 
plished  good,  but  the  great  advance  tha 
taken  place  in  the  condition  of  the  masse 
been  mainly  due  to  the  improvements  in  i 
ods  of  production  which  have  been  worke 
in  the  competitive  struggle.  The  efficier 
ganization  of  industry  and  transportatioi 
multiplied  use  of  machinery,  the  grow 
capital,  the  development  of  banking  ai 
credit  facilities,  these  have  enormousl 
creased  the  production  of  goods  and  tli 
mand  for  labor.  These  agencies  have 
possible  and  inevitable  the  shorter  wor] 
and  higher  wage. 

Organization  is  not  a  new  thing  among 
earners.  The  strike  and  boycott  have 
known  in  China  for  centuries,  and  no  ] 
are  more  expert  in  their  use,  but  the  lot 
Chinese  laborer  has  not  been  raised  to  th( 
of  the  laborer  in  the  United  States,  f( 
reason  that  capital  has  not  been  applied 
dustry  in  China  as  it  has  in  this  country, 
wheel-barrow  is  still  the  principal  me* 
transport  in  China,  and  factory  organi 
and  factory  machinery  are  almost  unl 
there.  The  elevation  of  the  Chinese  n 
waits  on  these  things,  and  when  they  ar 
plied  the  lot  of  the  workingman  in  Chin 
change,  as  it  has  changed  here. 

Distribution  of  Wealtli  Measured  by  Consu 
Rather  Than  Ownership. 

The  fundamental  thing  about  the  relati 
of  wealth  to  the  general  welfare  is  the  fa 
the  final  distribution  is  in  goods  and  servi( 
personal  use.  The  fact  that  a  man  makes 
enough  with  one  factory  to  build  anothei 
less  significance  than  the  fact  that  the  out 
goods  is  doubled.  The  ownership  of  the  ra 
is  of  less  significance  than  their  service 
public.  People  are  impressed  by  stat( 
showing  a  large  proportion  of  the  wealth 
country  in  few  hands,  but  this  wealth  is  i 
ductive  property,  to  wit,  farms,  factorie 
chinery,  railways,  etc.,  in  short,  in  the  me 
providing  goods  and  service  to  the  publ 
would  be  desirable,  no  doubt,  to  have  the  < 
ship  of  these  things  more  widely  and  equal 
tributed  than  it  is  at  present,  but  after  ; 
value  of  these  things  is  not  in  themselves 
the  products  that  flow  out  from  them.  All 
benefits  come  out  in  the  flow;  the  real  di 
tion  of  serviceable  wealth  is  there. 

The  chief  interest  in  the  ownership  of  p 
tive  property  is  in  having  it  efficiently  he 
so  that  the  product  will  be  as  large  as  pc 
and  it  may  be  more  efficiently  handled  i 
hands  than  in  many.    But  when  it  comes 


ition  of  products  we  see  that  this  cannot 

ined  to  a  few.     Nobody  wants  to  confine 

rybody  is  struggling  for  the  largest  pos- 

istribution.     The   goods   must  go   to   the 

The  public  must  buy  and  consume  them 

whole  business  of  production   comes  to 

Istill.     If  the  owners  of  productive  prop- 

mtrol  the  market  so  as  to  increase  their 

they  cannot  use  the  profits  in  business 

to   increase   production,   either   in   their 

le  or  some  other,  and  there  is  no  outlet 

;  increasing  supply  except  by  distribution 

mblic. 

luction  and  Consumption  Must  be  Equal. 

uction  and  consumption  are  bound  to  be 
ilibrium.  The  owners  of  capital  may 
e  and  contrive  in  their  efforts  to  make 

but  the  more  they  make  and  put  into 
s  the  more  goods  there  will  be  on  the 
,  and  unless  these  goods  are  distributed 
nsumed  the  stream  will  be  dammed  up, 
tion  will  be  choked  off,  and  further  ac- 
tions of  capital  will  be  impossible,  and 
;ible  they  would  be  useless.  It  is  the 
g  purchasing  power  of  the  public  that 
mployment  to  new  capital, 
le  fret  and  protest,  and  legislative  bodies 
jate  and  resolve,  when  oil,  or  paper,  or 

or  some  other  commodity,  goes  up  in 
md  the  producers  are  known  to  be  mak- 
usual  profits,  but  these  profits  create  a 
-)T  the  correction  of  the  shortage,  and  the 
ion  of  the  shortage  is  the  vital  thing.  The 
remedy   for  high-priced  capital   is   more 

bort,  increasing  profits,  meaning  as  they 
re  capital  seeking  investment,  are  bound 
lit  in  an  enlargement  of  the  industries, 
jtallation  of  more  machinery,  the  more 
ubstitution  of  new  processes  for  old,  and 
ral  advance  in  the  position  of  the  entire 
mity,  with  widely  distributed  benefits. 
1  line  of  industry  is  expanded  and  de- 
i  largely  by  means  of  the  profits  made  in 
its  rate  of  progress  corresponds  to  them, 
oney  that  has  been  made  in  cotton  mills 
Southern  States  has  gone  back  into  new 
mills  and  better  ones,  and  the  profits  of 
tton  industry  in  New  England  have  gone 
same  direction. 

juently,  capital  accumulated  in  one  busi- 
nds  other  fields  in  which  to  do  develop- 
vork.  A  citizen  of  Atlanta,  Georgia,  Mr. 
r.  Candler,  having  made  a  fortune  in  the 
acture  of  a  popular  drink  known  as  "Coca- 
has  invested  a  million  dollars  within  the 
ar  in  perhaps  the  best  cotton-storage  ware- 
in  the  world.  It  is  built  of  concrete  and 
led  with  a  sprinkler  system,  and  has  sc- 
an insurance  rate  upon  cotton  of  one-fifth 
\  per  cent,  per  annum,  against  an  average 
ipon  cotton  in  miscellaneous  storage  of 
3)^  per  cent. ;  it  is  equipped  with  a  trolley 


system  by  means,  of  which  cotton  can  be  loaded 
and  unloaded  at  a  cost  of  1>^  cents  per  bale, 
against  an  average  cost  of  handling  by  trucks  of 
16  cents  per  bale;  it  is  equipped  with  a  high 
density  compress,  which  secures  a  saving  of  ap- 
proximately $1.00  per  bale  on  ocean  freights  and 
one-fourth  of  one  per  cent,  on  marine  insurance. 
Finally,  receipts  for  cotton  stored  in  this  ware- 
house make  a  class  of  collateral  upon  which 
money  can  always  be  borrowed  in  any  money 
market  of  this  country  at  the  lowest  ruling  rates. 
This  warehouse  is  for  the  service  of  any  cotton 
grower  or  dealer  or  consumer.  A  Georgia  farmer 
can  store  his  crop  with  perfect  security  until  he 
is  ready  to  sell;  a  cotton  goods  manufacturer  in 
Georgia  or  Massachusetts  may  buy  and  store 
against  future  needs,  or  a  trader  or  investor  may 
use  the  facilities.  Millions  more  are  being  in- 
'Vested  in  similar  warehouses  at  Memphis,  New 
Orleans,  Houston  and  other  points  in  the  South. 
A  great  many  manufacturing  companies  are 
making  unusual  profits  this  year,  but  these 
profits  are  being  used,  for  the  most  part,  for 
strengthening  the  position  of  the  companies,  en- 
larging their  capacity  and  putting  them  in  con- 
dition to  produce  more  economically  in  the 
future.  These  expenditures  will  not  inure  to 
the  benefit  of  the  owners  exclusively ;  the  natural 
effect  will  be  to  provide  more  employment  and 
steadier  employment,  and  to  increase  the  sup- 
plies of  goods  on  the  market. 

The  Lackawanna  Viaduct. 

The  Lackawanna  Railroad  Company  last  year 
completed  a  costly  piece  of  cut-off  construction 
between  New  York  and  Buffalo,  building  38 
miles  of  new  road  with  a  great  viaduct,  at  a 
cost  of  $12,000,000,  to  take  the  place  of  41 
miles  of  track  over  heavy  grades  and  with 
sharp  curves.  In  the  early  years  of  the  road's 
history  such  construction  would  not  have  paid, 
and  probably  was  not  thought  of.  But  now, 
with  greater  traffic,  heavier  equipment  and 
higher  wages,  there  is  economy  in  spending  more 
upon  the  roadway.  The  savings  in  moving  the 
traffic  will  pay  the  interest  on  the  new  capital 
that  has  been  borrowed  and  amortize  the  prin- 
cipal. There  is  a  gain  of  wealth  to  the  com- 
munity, an  improvement  in  the  service,  and  no 
member  of  the  community  is  so  remote  or  so 
humble  that  the  benefits  of  such  improvements 
do  not  reach  him.  They  are  improvements  in 
the  equipment  of  society,  and  it  is  impossible 
that  the  effect  of  such  changes  shall  not  be 
widely  dift'used.  They  make  the  difference  be- 
tween the  condition  of  the  workingman  in  China 
and  the  workingman  in  the  United  States. 

The  capital  for  the  38  miles  of  new  road  may 
have  come  from  people  in  widely  different 
circumstances.  Some  of  it  may  have  been 
supplied  by  savings  banks  and  represented 
the  small  savings  of  wage-earners ;  some  of 
it  may  have  come  from  misers  whose  penurious 
habits    are    not    admired;    some    of    it    may 
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have  come  from  the  surplus  income  of  em- 
ployers who  ought  in  fairness  to  pay  higher 
wages  than  they  do;  but  wherever  the  money 
came  from  it  is  now  placed  where  it  renders 
a  widespread  service  to  the  public.  And  when 
the  interest  upon  this  investment  is  turned  back 
into  a  similar  improvement  on  another  railroad, 
or  into  some  other  constructive  and  productive 
work,  and  as  we  follow  down  and  find  all  of  the 
increment  going  into  public  works,  it  is  per- 
tinent to  ask  how  the  private  owners  derive 
any  benefit  from  these  investments.  The  answer, 
of  course,  is  that  they  derive  exclusive  benefits 
only  from  what  they  eat  and  wear  or  otherwise 
withdraw  from  public  use  and  devote  to  them- 
selves or  their  dependents.  All  the  rest  of  their 
income  goes  to  public  uses  as  effectively  as 
though  it  was  donated  to  the  public  treasury. 
What  better  could  the  treasury  do  with  it? 

The  public  grievance  against  great  private 
incomes  narrows  down  to  undue  and  wasteful 
personal  expenditures,  which,  although  offensive 
in  instances,  are  a  very  small  factor  in  the  total. 

Census  Figures. 

We  have  heretofore  found  occasion  to  call 
attention  to  the  remarkable  growth  of  capital  as 
a  factor  in  the  industries  of  this  country,  but  the 
figures  are  worth  repeating  at  every  opportunity. 
In  the  three  five-year  periods  1899-1904,  1904- 
1909,  1909-1914  the  principal  figures  for  our 
manufactures,  as  collected  by  the  census,  showed 
increases  over  those  for  the  preceding  period  as 
follows : 

Percentage  of  increase 
1904  1909  1914 
over  over  over 
1899       1904       1909 

Capital  employed 41.2        45.4        23.7 

Primary  horse-power 33.6        38.5        20.7 

Wage-earners,  average  number     16.0        21.0  6.4 

Total  wage  payments 30.0        31.0        19.0 

Value  of  products 29.7        39.7         17.3 

Value  added  by  manufacture..  30.3  35.5  15.8 
This  table  will  repay  careful  study.  All  per- 
centages of  increase  were  noticeably  less  in  the 
last  period,  showing  a  smaller  expansion  of  in- 
^  dustry,  and  indicating  that  profits  were  lower. 
i  The  tendency,  however,  was  the  same  through- 
out all  periods.  The  number  of  wage-earners 
shows  a  lower  percentage  of  increase  than  either 
amount  of  capital  or  amount  of  wage-payments 

I  or  value  added  by  manufacture.  (The  latter 
term  is  used  by  the  census  bureau  to  indicate 
value  of  product  after  deducting  cost  of  con- 
stituent materials.)  The  value  of  product  added 
in  manufacture  increases  by  a  percentage  lower 
than  the  increase  of  capital  or  wage-payments, 
but  higher  than  the  increase  in  number  of  wage- 
earners. 
These  figures  support  the  judgment  long  pro- 
nounced by  economists  that  labor,  by  the  inevit- 
able workings  of  natural  law,  gets  a  constantly 
increasing  share  of  a  constantly  increasing  prod- 
uct. The  wage-earners  not  only  gain  in  wages 
but  in  having  their  manufacturing  done  for  them 


at  lower  cost  through  the  increasing  use  oi 
ital.     If  their  position  does  not  improve 
lutely  the  explanation  must  be  found  in  the 
of    materials   and    other   things   outside   o 
field  in  which  labor  and   capital   are  the 
factors.     Labor  has  unmistakably  gained 
labor  and  capital  divide  the  proceeds  of 
joint  efforts,  but  has  lost  some  of  these  ga 
the  producers  of  grain,  meats  and  other  n 
products. 

In  1899  the  amount  of  capital  emplo> 
manufacturing  was  $1,770  to  each  persoi 
ployed,  in  1904  it  was  $2,117,  in  1909  i 
$2,488  and  in  1914  it  was  $2,848. 

If  all  the  effects  of  the  increase  in  ( 
were  on  the  side  of  prices,  a  greater  red 
would  be  shown,  but  in  part  the  influe: 
upon  wages.  Every  increase  in  the  sup] 
capital  makes  an  additional  demand  for 
and  with  capital  increasing  faster  than  p 
tion,  as  it  does,  there  is  bound  to  be  an  u 
tendency  in  wages.  Moreover,  the  ga 
production  give  better  living  conditions 
ter  educational  advantages,  with  the  resu 
wage-earners  are  not  only  more  efficiei 
more  independent  and  capable  in  making 
bargains.  Unless  there  are  gains  in  the  pr 
ing  power  of  the  public,  either  through 
prices  or  higher  wages,  a  growth  of  prod 
greater  than  the  growth  of  poptdation  can 
absorbed. 

The  Law  of  Progress. 

It  does  not  follow  that  an  individual  or 
of  wage-earners  may  not  be  interestec 
justly  interested,  in  increasing  his  or  their 
at  the  expense  of  employers'  profits.  The 
may  be  to  increase  present  consumptio 
curtail  the  accretions  to  the  investment  fi 
it  may  cause  the  contributions  to  the  inve 
fund  to  reach  it  through  other  channels 
fundamental  truth  is  that  all  surplus  abo^ 
rent  living  expenses,  whoever  owns  it 
into  the  investment  fund,  the  growth  of 
finances  the  progress  of  society.  Obvious 
more  there  is  saved  from  current  consu 
and  put  into  productive  equipment  the 
rapid  the  progress  of  society  will  be,  and 
tends  naturally  to  accumulate  in  the  ha 
people  best  able  to  use  it  in  the  creation  o 
capital.  This  is  only  repeating  by  the  op 
of  economic  law  what  millions  of  people  ( 
untarily,  when  they  deny  themselves  tha 
children  may  start  life  under  more  favoral 
cumstances.  It  is  evident  that  if  this  vie 
accepted  much  of  the  bitterness  of  industr 
putes,  which  arises  largely  from  a  feel 
class  interest  and  class  injustice,  wou 
appear,  and  with  its  disappearance  wouk 
more  harmonious  relationships,  greater 
ency  and  more  rapid  progress. 

The  Views  of  Economists. 

The  foregoing  views  are  not  new.    The 
been  held  in  substance  by  the  leading  ec 


ities,  but  they  are  taught  so  ineffectively 
schools  that  the  truths  embodied  are  prac- 
without  influence  in  every  day  life.  They 
:o  the  surface,  however,  in  nearly  every 
mt  of  fundamental  conditions.  A  com- 
sive  work  upon  the  "Wealth  and  Income  of 
Dple  of  the  United  States,  by  Dr.  Willford 
S^,"  of  the  University  of  Wisconsin,  has 
y  appeared  in  "The  Citizens'  Library  of 
nics,  Politics  and  Sociology,"  edited  by 
chard  T.  Ely,  head  of  the  Department  of 
il  Economy  of  the  same  University.  We 
e  liberty  of  making  a  few  extracts  which 
tinent  to  this  discussion : 

r  all  reasonable  allowances  have  been  made, 
t  remains,  practically,  that,  beginning  with 
ere  has  been  an  increase  in  the  national  divi- 
D  enormous  that  it  cannot  logically  be  as- 
to  anything  but  the  tremendous  advance  in 
ive  power  due  to  the  revolutionary  improve- 
n  industry  which  have  characterized  the  last 
titury.  It  seems  improbable  that  any  other 
lation  has  ever  experienced  such  sweeping 
1  the  average  income  of  the  inhabitants.  It 
lost  necessarily,  been  accompanied  by  a  great 
the  standard  of  living." 

i¥  *  *  *  ■^ 
ate,  we  have  had  a  period  of  'muck-raking* 
h  all  things  that  exist  have  been  pictured  as 
id  and  growing  worse.  The  misery  of  life, 
iculty  of  making  both  ends  meet,  has  been 
iphasized.  True,  it  is  just  as  difficult  to 
the  articles  required  by  our  standard  of  liv- 
t  ever  was.  But,  our  standard  of  living  has 
more  expensive.  Increases  in  quality  cost 
ore  than  increases  in  quantity.  Our  wants 
have  and  probably  always  will  increase  with 
ity  to  satisfy  them  so  that  there  is  never  any 

winning  the  race  with  our  standard  of  com- 
uch  a  race  is  just  like  chasing  one's  shadow, 
iclcss,  to  the  present  author,  a  larger  per 
jupply  of  economic  goods  appears  to  be  a 
istinct  benefit  to  any  nation  and  the  United 
tias  been  greatly  favored  in  this  line  during 

sixty  years." 

*  4i  *  *  * 

period  1850-1900  saw  that  come  to  pass  in 
ited  States  which  the  English  economists  of 
lier  nineteenth  century  deemed  impossible — 
rovement  of  the  workingman's  economic  wel- 
the  extent  that  he  was  lifted  out  of  the  con- 
formerly  thought  inseparable  from  a  working 
e  tasted  the  cup  of  learning;  he  experienced 
5  of  leisure  and  entertainment;  and  he  so  lim- 

size  of  his  family  as  to  enable  his  children  to 
e  to  secure  these  advantages.  Larger  income 
)re  learning  naturally  brought  more  power 
:ured  more  respect.  The  army  of  labor  be- 
n   ally   to   be   courted   or   an   enemy   to   be 

r  a  careful  discussion  of  the  division  of 
ional  income  among  all  classes,  Dr.  King 
I  the  conclusion  that  if  all  rent,  interest 
jfits  were  added  to  wages  the  sum  of  the 
vowXd  not  be  increased  by  more  than  one- 
He  says: 

ould  seem  improbable  that,  with  our  present 
[productive  power,  any  feasible  system  of 
tion  could  increase  the  average  wage  earner's 
in  purchasing  power  by  more  than  one- 
md  this  is  an  extreme  rather  than  a  moderate 
e.  While  such  a  change  might  or  might  not 
rable,  it  would,  at  least,  work   no  startling 


revolution  in  the  condition  of  the  employees  of  the 
United  States.  The  grim  fact  remains  that  the 
quantity  of  goods  turned  out  absolutely  limits  the 
income  of  labor  and  that  no  reform  will  bring  uni- 
versal prosperity  which  is  not  based  fundamentally 
upon  increasing  the  national  income.  After  all,  the 
Classical  Economists  were  right  in  emphasizing  the 
side  of  production  in  contradistinction  to  that  of 
distribution.  Nature  refuses  to  yield  her  bounty  ex- 
cept in  return  for  effort  expended.  Demands  for 
higher  wages  have  never  yet  unlocked  her  store- 
houses." 

Dr.  King  might  have  added  that,  saying  noth- 
ing about  the  disorganization  of  industry  which 
would  result  from  confiscating  all  rent,  interest 
and  profits,  and  assuming  that  production  would 
continue  to  be  as  great  after  all  the  incentives 
to  leadership  were  removed,  there  would  cer- 
tainly be  a  check  upon  capital  accumulations, 
with  the  result  that  additions  to  the  productive 
equipment  would  be  correspondingly  reduced. 
Society  would  use  up  more  of  its  current  earn- 
ings in  current  consumption,  and  industrial  pro- 
gress would  be  retarded  accordingly. 

A  Country  Banker's  View. 

We  are  in  receipt  of  a  letter  from  a  country 
bank  president  who  is  also  a  farmer,  residing 
in  the  town  of  Palmyra,  Wisconsin,  which  con- 
tains so  much  practical  wisdom  that  we  give  it 
nearly  in  full.  It  comes  from  one  who  is  close 
to  the  soil,  the  source  from  which  the  most 
necessary  kinds  of  wealth  must  come,  and  reads 
as  follows: 

"I  wish  I  had  a  means  of  being  heard  by  every 
laboring  man  from  Coast  to  Coast.  I  would  say  to 
him:  *If  there  ever  was  a  time  when  you  laboring 
men  should  let  well  enough  alone,  it  is  NOW,  and 
this  is  WHY.' 

"Crops  are  of  a  light  average.  An  excessively  wet 
and  cold  late  Spring  and  early  part  of  Summer  was 
a  bad  handicap.  An  unusually  hot  and  dry  mid- 
Summer  blighted  the  hopes  of  promising  early 
sowed  and  planted  grain  and  ruined  late  sowed  stuff 
on  heavy  and  low  land.  Fruits  and  berries  arc 
scarce  and  vegetables  and  poultry  are  almost  rare. 
Milk  production  is  off  about  30  per  cent,  and  stocks 
of  condensed  and  powdered  milk  are  unusually  low. 

"Owing  to  high  wages  and  short  hours,  labor  for 
the  farms  has  been  scarce.  Weeds  have  grown  un- 
disturbed, shortening  the  crops  this  year  and  filled 
the  land  with  foul  seed  to  be  a  curse  for  a  genera- 
tion. At  a  time  when  many  a  farmer  who  has 
worked  for  fourteen  and  sixteen  hours  a  day  will 
barely  live  and  breathe  even,  why  should  railroad 
or  other  employes,  who  are  getting  more  wages  and 
full  employment,  strike  for  more?  Especially  when 
they  are  getting  as  much  gold  or  its  equivalent  for 
a  week's  work  as  one  of  the  poor  fellows  in  the 
trenches  laid  by  in  a  year  or  even  more;  and  our 
laboring  people  should  know  that  it  is  by  the  gold 
that  the  poor  fellows  referred  to  have  spent  years 
to  lav  bv.  that  they  (our  laboring  people)  are  pros- 
pering now, 

*        *        *         *        ♦ 

"It  is,  perhaps,  hard  for  the  average  laborer  to 
comprehend  how  a  weedy  potato  field  in  Wisconsin 
should  shorten  the  allowance  on  his  table,  but  it 
has  its  eflFect,  just  as  sure  as  dipping  a  pail  of  water 
from  Lake  Michigan  into  the  drainage  canal,  makes 
one  pail  less  to  go  over  Niagara,  and  if  there  is  no- 
body to  wield  a  hoe,  the  weeds  will  grow. 

"Personally,  I  fear  results  of  shortening  hours 
more  than  the  raising  of  wages.   The  inflation  by  the 


Federal  Reserve  system,  for  one  thing,  and  still 
more  the  inflow  of  gold  as  a  basis  of  credit  expan- 
sion, may  compensate  for  increased  wages. 

"BUT  our  manner  of  living — that  is,  the  degree 
to  which  all  may  be  indulged  in  the  good  things  or 
necessities  of  life,  depends  entirely  on  how  much  or 
how  many  of  these  things  there  are  to  go  around, 
and  it  is  a  foregone  conclusion  that  if  hours  of  labor 
are  reduced,  less  is  produced,  and  somebody  must 
go  without  something.  I  believe  that  if  every  labor 
leader  and  every  politician  would  comprehend  the 
foregoing,  which  I  believe  to  be  fact,  and  set  it  be- 
fore the  masses,  the  average  of  intelligence  is  high 
enough  so  it  would  have  a  marked  effect." 

C.   CARLIN, 
President,  Bank  of  Palmyra. 

Foreign  Trade  and  Exchange. 

The  cross  currents  in  our  international  rela- 
tions created  by  the  merchandise  trade  balance, 
the  movement  of  securities  and  the  foreign  loans 
in  this  market,  occasion  a  great  amount  of  calcu- 
lation as  to  the  net  change  in  our  position.  A 
good  many  people  arrive  rather  hastily  at  the  con- 
clusion that  w^e  have  about  paid  off  our  foreign 
indebtedness  and  become  a  creditor  nation,  but 
that  announcement  is  premature.  The  favorable 
balance  of  trade  on  merchandise  account  for  the 
year  ended  June  30th  last  v^as  $2,135,775,355, 
and  for  the  two  years  ended  that  day,  $3,230,194,- 
955.  To  this  should  be  added  $47,469,112,  the 
value  of  our  net  exports  of  silver,  which  are  still 
reported  separately.  The  total,  excluding  gold, 
for  the  two  years,  was  therefore,  $3,277,664,067. 
Foreign  deposits  in  American  banks  are  much 
larger  than  before  the  war,  perhaps  $500,000,000 
greater,  and  these  credits  should  be  added  to  the 
above  balance  to  reach  the  total  sum  for  which 
other  countries  have  had  to  make  settlement  with 
the  United  States.  The  aggregate  would  be  $3,- 
777,664,067.    How  has  this  been  met  ? 

The  net  importations  of  gold  in  the  two  years 
were  $403,761,219,  reducing  the  above  balance  to 
$3,373,902,845.  From  this  must  be  deducted  the 
invisible  offsets  representing  interest,  dividends, 
tourists'  expenses,  shipping  and  insurance 
charges,  gifts  and  other  remittances  not  covered 
by  the  shipment  of  goods. 

The  usually  accepted  estimate  of  the  total  in- 
vestments of  foreigners  in  the  United  States  be- 
fore the  outbreak  of  the  first  Balkan  war  in  1912 
was  $6,000,000,000.  The  return  flow  began  about 
that  time,  and  the  current  has  been  in  this  direc- 
tion ever  since.  The  most  definite  information 
about  the  foreign  holdings  of  our  securities  and 
the  amount  returned  to  this  country  since  the  war 
began  was  gathered  by  Mr.  L.  F.  Loree,  President 
of  the  Delaware  &  Hudson  Railroad  Company, 
who  addressed  an  inquiry  to  all  railway  com- 
panies having  more  than  100  miles  of  road.  The 
returns  covered  the  six  months  from  February 
1,  1915,  to  July  31,  1915,  during  which  time  the 
foreign  holdings  of  stocks,  bonds  and  notes  is- 
sued by  these  companies  were  reduced  from  $2,- 


704,402,963  to  $2,223,570,828,  par  value, 
the  sum  of  $480,892,135,  par  value.  The  n 
value  of  the  remaining  holdings  on  July  31, 
was  calculated  at  $1,751,437,912  or  17.7  pei 
below  par.  If  those  returned  are  reckoned 
same  rate  they  would  represent  a  little  lesi 
$400,000,000.  This  did  not  include  sales 
curities  held  in  the  names  of  American  hi 
and  brokers  for  foreign  account. 

Persons  well  informed  upon  British  i 
ments  have  been  of  the  opinion  that  other  I 
interests  in  America,  including  industrial  i 
ments,  public  utilities,  municipal  bonds,  r^ 
tate,  mortgages,  mines,  etc.,  would  equal  t 
vestments  in  railways.  If  so,  the  aggreg; 
all  foreign  investments  here  would  be  full 
000,000,000  at  the  outbreak  of  the  war. 
investments  have  not  been  liquidated  to  an 
like  the  same  extent  as  railways,  for  the  i 
that  for  the  most  part  they  could  not  be  dii 
of  so  readily. 

Although  the  market  was  depressed  at  th 
Mr.  Loree's  estimate  was  made,  it  is  evidei 
regular  payments  were  not  being  made  on 
of  the  holdings.  Payments  for  the  seconc 
would  be  less  than  for  the  first,  on  account 
securities  returned,  and  there  is  an  offset 
second  year  of  perhaps  $40,000,000  for  ii 
upon  loans  in  this  market  since  the  war  1 
Allowing  for  these  and  for  some  retur 
American  investments  in  other  countrie 
balance  upon  interest  and  dividend  pay 
abroad  may  be  conservatively  estimated  at 
000,000.  It  has  always  been  calculated  1 
large  portion  of  this  class  of  income  was 
vested  in  this  country,  and  we  may  say  th; 
was  done  to  the  extent  of  $100,000,000,  h 
$200,000,000  to  count  against  the  trade  ba 

The  balance  against  us  on  shipping  and 
ance  charges  would  hardly  be  less  than  $10( 
000  in  the  two  years. 

Remittances  from  this  country  for  gifl 
savings  have  been  large  in  recent  years, 
is  no  definite  way  of  distinguishing  these 
tances  from  others,  but  it  is  usually  cons 
that  most  of  the  postal  money  orders  dra^ 
European  countries  are  for  personal  payme 
this  character.  In  the  fiscal  year  1900,  the 
gregated  $16,749,018,  and  from  this  the) 
steadily  until  in  the  fiscal  year  1914  they 
$91,285,920.  This  does  not  include  those  < 
on  Canada,  Mexico  and  the  West  Indies, 
in  1914  amounted  to  about  $10,000,000.  : 
fiscal  year  1915  the  money  orders  drav 
European  countries  dropped  to  $51,662,120. 
figures  for  1916  are  not  available,  but  are  i 
stood  to  be  considerably  nearer  normal  than  in 
Of  the  above  total  in  1915,  $15,748,613  w 
mitted  to  Italy  and  $11,726,664  to  Great  B 
Bankers  who  deal  with  the  wage-earning  c 
are  of  the  opinion  that  this  class  of  remiti 
to  Italy  through  banks  exceed  those  by  the 
Office  and  that  this  is  generally  true.    It  is 


lat  these  remittances  in  the  two  years  have 

ated  $200,000,000. 

rists'  expenditures  may  be  dropped  from 

Iculation  on  the  assumption  that  the  ex- 

ures  of  foreigners  here  are  now  equalling 

penditures  of  Americans  abroad. 

se   running   counter   charges    against   our 

balance,  aggregate  $500,000,000  and   de- 

from  $3,373,902,848  would  leave  about 
000,000  to  be  covered  by  loans  and  by  the 
securities  and  interests  of  all  kinds  in  the 

States  since  the  war  began.  The  net 
t  of  all  foreign  loans  to  July  1,  1916,  was 
$1,100,000,000. 

calculation  would  indicate  that  the  total 
sales  of  securities   and  interests   in  this 
y  for  foreign  account  in  the  period  named, 
om  $1,750,000,000  to  $1,800,000,000. 
>e  figures  for  the  most  part  are  only  esti- 

and    there    are    differences    of    opinion 
experts  upon  every  item. 

rloney  Market. 

money  market  has  continued  in  a  state  of 
iroughout  the  past  month.  The  surplus 
IS  of  the  New  York  banks  are  higher  than 
ave  been  since  early  in  April  last,  now 
X),000.  Loans  are  lower  than  they  were 
hout  the  spring  months,  and  cash  reserves, 
:sult  of  gold  importations,  are  higher  than 
1st  winter.  Money  rates  have  been  work- 
^htly  easier  and  good  cornmercial  paper  is 

I.  Reports  from  the  interior  indicate  that 
vill  be  only  a  light  demand  on  New  York 

II.  Money  over  the  year  is  loaned  at  4  to 
:r  cent.  The  foreign  government  loans, 
nainly  by  banks,  to  Great  Britain,  France 
Lissia,  aggregating  $400,000,000  have  had 
iceable  effect  upon  the  supply  of  money, 
le  thing  in  sight  that  might  make  money 
I  the  railway  strike,  which  would  interfere 
eliveries  of  goods  and  put  a  stop  to  the 
f  payments.  The  industries  would  con- 
D  run  until  obliged  to  stop  for  want  of  ma- 
and  supplies,  and  would  have  to  borrow 
while  accumulating  product. 

$ond  and  Stock  Market  in  August. 

net  change  in  the  general  level  of  bond 
during    August    has    been    slight.      The 
e  price  of  40  listed  bonds,   as   compiled 
Wall  Street  Journal,  was  93.88  on  August 
upared  with  93.74  on  August  1,  93.97  on 
,  and  89.96  on  August  26,  1915.    Activity 
ernment  bonds,  on  account  of  heavy  trad- 
Anglo-French  5s  and  American  Foreign 
ties   5s    (French    Loan)    has   beeen   pro- 
id,  and  has  represented  35%  of  the  total, 
le  same  period  in  1915,  government  bond 
:omprised  only  about   \%%   of  the  total 
rjansactions  on  the  Exchange. 
favor  which  the  external  loans  of  gov- 


ernments having  good  credit  enjoy  is  indicated 
by  this  increased  business  in  foreign  govern- 
ment bonds,  as  our  investors  become  more  and 
more  familiar  with  such  issues.  On  account  of 
a  rise  in  New  York  exchange  on  Petrograd; 
the  Imperial  Russian  Government  3-year  65^% 
Credit  is  attracting  special  attention.  Ameri- 
can investors  are  beginning  to  appreciate  the 
fact  that  if  our  exports  are  to  continue  at  any- 
thing like  the  present  high  level,  payments  by 
the  European  Powers  must  be  made  in  part  at 
least  by  means  of  credit  obligations.  Imports 
of  goods  and  gold  and  resale  of  securities 
will  not  suffice.  Banks  have  liberally  extended 
their  facilities  in  the  form  of  bank  credits  and 
acceptances,  but  it  is  still  more  necessary  that 
individual  investors  carefully  study  the  unusual 
opportunities  for  high  yield  and  good  security 
furnished  by  many  of  these  external  foreign 
loans  which  are  being  offered  in  the  United 
States.  The  payment  of  these  short  term  ob- 
ligations in  this  country  within  the  next  few 
years  is  going  to  give  us  a  power  to  check  gold 
exports  that  will  be  extremely  useful. 

The  $250,000,000  British  Government  2-year 
5%  notes  dated  Sept.  1,  1916,  offered  this  month 
at  99,  is  the  second  largest  foreign  loan  ever 
brought  out  in  the  United  States.  The  notes, 
which  were  quickly  taken,  especially  by  in- 
stitutions, are  redeemable  on  30  days'  notice  at 
101  prior  to  September  1,  1917,  and  at  100>^ 
thereafter.  Unlike  the  recent  French  loan,  they 
are  a  direct  obligation  of  the  Government,  and 
in  addition  are  secured  by  120  per  cent,  in 
collateral.  The  collateral  consists  of  $100,000,- 
000  American  corporation  securities,  $100,- 
000,000  Dominion  of  Canada  and  Canadian 
Pacific  issues,  and  $100,000,000  in  obligations 
of  various  neutral  countries.  Provision  is  made 
for  the  maintenance  of  the  market  value  of  the 
collateral  pledged  at  20%  above  the  amount  of 
notes  outstanding.  The  Notes  are  payable  in 
New  York,  in  U.  S.  gold,  and  are  free  from  all 
British  taxes.  It  is  estimated  that  foreign  gov- 
ernments and  foreign  corporations  have  bor- 
rowed in  this  market,  including  bank  credits, 
about  $1,700,000,000  since  the  outbreak  of  the 
war. 

Bill  of  Lading  Legislation. 

At  last,  after  years  of  effort  on  the  part  of  the 
American  Bankers'  Association  and  Chambers 
of  Commerce,  Congress  has  passed  the  bill-of- 
lading  bill,  known  as  the  Pomerene  bill,  which 
makes  bills-of-lading  as  safe  as  warehouse  re- 
ceipts as  evidence  of  the  possession  of  and  re- 
sponsibility for  goods. 

Section  22  of  the  bill  adopts  a  rule,  long  in 
force  in  our  leading  commercial  states,  which 
rule  makes  the  carrier  liable  to  a  bona  fide  con- 
signee or  banker  who  pays  or  loans  money  upon 
a  bill  of  lading  issued  by  an  authorized  agent, 
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STATEMENT  OF  RESOURCES  AND  LIABILITIES  OF  EACH  OF  THE  TWELVE  FEDERiS 

RESERVE  BANKS  AT  THE  CLOSE  OF  BUSINESS  AUGUST  25,  1916. 

(In  Thousands  of  Dollars) 


RESOURCES 

Gold  coin  and  certif's.  Set- 
tlement fund.  Cr.  Balances 

Gold  Settlement  Fund 

Gold  Redemption  Fund  . . 

Total  gold  reserves.. 

Legal  tender  notes,  Silver 

certif's  and  Sub.  coin... . 


Total  Reserves. 


5^  redemption  fund— F.  R. 

bank  notes  

Bills  discounted,  Members 

Commercial  paper 

Bill  bought  in  open  market 

Total  bills  on  hand. . 

Investment  U.  S.  Bonds. . . 
One-year  U.S.  Treas.  notes 
Municipal  Warrants — 


Total  Earning  Assets 

Federal  Reserve  Notes,  net 
Due  from  other  F.R.  Banks 

net 

All  other  resources 


TOTAL  RESOURCES. . 

LLABIIilTIES 

Capital  Paid  in 

Government  Deposits. . 
Reserve  Deposits,  net. . 
Federal  Reserve  Notes-net 
Federal  Reserve  Bank 

Notes  in  circulation.. 
Due  to  other  F.  R.  Banks 

net 

All  other  Liabilities. . . . 
TOTAL  LIABILITIES  . 


Boston 

9,303 

16,466 

5 


25,774 
208 


25.982 


10,390 


11.259 


2,992 

250 

2,890 


17,391 


910 


410 
118 


44,811 


5,023 
3,246 
36,429 


113 


44,811 


N.Y. 

147,557 

11,077 

250 


158,884 
5,625 


164,509 


664 
29,422 


2,220 
2,282 
7,276 


41.864 


14,015 


3.287 
362 


224.037 


11,596 

12,877 
199,564 


224.037 


Phila. 

10,833 

17,251 

50 


Clev'd    Rich'd 

14.359       5.055 

9,218      11,637 

20  i        451 


Atlanta 

5,855 

1,058 

125 


28,134 
762 


28,896 


290 


10,259 


2,890 

818 

2,550 


16,517 


384 


123 


45,920 


5,221 

6,615 

31,719 


2.2C9 
68 


45,920 


23,597  j   17,143 
1,101  I        163 


24,698      17,2 


274 
7,003 


7,277 


5,579 

760 

4,755 


18,371 


426 
3,194 


47.079 


5,995 
2.064 
39,020 


47,079 


6,037 
725 


6,762 


1,129 
684 
336 


8,911 


196 

167 


26,580 


3,363 

3.662 

14,865 

4.577 


113 


7,038 
1,203 


8,241 


3,660 
1,751 


5.411 


526 
166 


7,611 


1,278 
518 


17.648 


2,490 

3,071 

10,708 

1,366 


13 


26  580  I    17.C48 


Chicago 

35,674 

16,579 

200 


52,453 


53.358 


2,875 
5.683 


8,558 


9,393 
4,291 


22.242 


1,300 


7.815 
411 


85,124 


6,675 
5,731 

72,718 


85.124 


St.  Louis 

5.425 

4,343 

19 


9.787 
1,144 


M'npl's  Kas.City 

6.278         4.210 

3,431  I     10,446 

30  I  134 


14,790 
61 


10,931 


5,586 


6.469 


2,724 

570 

1,822 


11,585 


3.115 
544 


27,174 


2,791 
4,446 
19,937 


9,737 
426 


10,163 


1,855 
3,109 


4,964 


3,399 

350 

1,044 


22,293 


2,589 

992 

18,712 


27,174   '   22,293 


14.851 


400 


1,918 
1,005 


2,923 


9,647 
616 


13,585 


1,789 
196 


30,821 


3,007 

1,342 

23,504 

1,278 

1,690 


Dallas  j  S.Fr'sco 

5,386         9,886 

4,424  I       5,021 

343  '  10 

10,133 
617 


10,750 


100 

7.188 
549 

7.737 


2,681 
529 


14,917 

62     I 


14.1 


519 
6,954 


7,473 


2,634 

820 

2.334 


10,947  I     13,261 


22.500 


2.691 

2,227 

11.070 

6,512 


821     I   22.500 


1.484 


228 


31.923 


3,922 

3.826 

24.175 


31.923 


(a) 
(b) 


(0 


Total  Reserve  notes  in  circulation.  156.345.  .       j      *    i 

After  deduction  of  items  in  transit  between  Federal  Reserve  Banks.  21.654,  the  Gold  Reserve  against  Net  deposit  and  note  1 

is  68.4^  and  the  cash  reserve  is  70.6%.     Cash  Reserve  against  net  deposit  and  note  liabilities  after  setting  aside  40%  Golc 

against  net  liabilities  on  Federal  Reserve  Notes  in  circulation,  71. 4%. 

Maturities  of  bills  discounted  and  loans:  within  10  days,  12,955;  to  30  days,  27,507;  to  60  days.  42.781 ;  other  maturities,  25.i 

109.178. 


certifying  the  receipt  of  goods,  although  no 
goods  in  fact  have  been  received.  It  rightly  ap- 
plies the  rule  which  makes  the  principal  respon- 
sible for  the  act  of  his  authorized  agent  per- 
formed within  the  scope  of  his  authority  to  one 
who  relies  thereon  to  his  injury.  This  same 
principle  applies  to  banks  and  other  corpora- 
tions which  issue  negotiable  documents  and  there 
is  equal  necessity  that  it  should  apply  to  carriers ; 
otherwise,  the  bill  of  lading  fails  in  its  function 
as  an  instrument  of  credit. 

Section  37  contains  another  important  provi- 
sion. That  section  gives  full  negotiability  to  bills 
of  lading  and  thereby  affords  greater  protection 
to  the  discounting  banker  and  to  the  purchaser 
of  the  goods.  Where  they  acquire  a  bill  of 
lading  in  good  faith,  that  bill  is  made  enforce- 
able and  is  not  subject  to  some  unknown  defect 
in  the  title  of  a  prior  holder. 

The  Pomerene  bill  makes  criminally  liable  the 
person  who  forges  a  bill  of  lading  and  the  agent 
who  issues  a  bill  that  does  not  represent  goods. 
This  is  a  much  needed  reform.  No  punishment 
whatever  is  now  provided  for  such  criminals 
under  the  Federal  law.  At  this  time  when  we 
are  making  special  efforts  to  increase  our  inter- 
national trade  this  legislation  is  of  great  import- 
ance. 


Discount  Rates. 

Discount   rates   of  each    Federal    Re, 
Banh  in  effect  August  SO,  1916. 


MATURITIES 

Agricultural 

and  livestock 

paper  over  90 

days. 

Trade  aecep 
anees.  F 

10 
days 
and 
less. 

over 10 
days  to 
30  days, 
inclus- 
ive. 

over  30 
to  60 
days, 
inclus- 
ive. 

over  60 
to  90 
days, 
inclus- 
ive. 

To 

60 
days, 

in- 
clu- 
sive. 

2c 

Boston.. . . 
New  York 
Philadel'a 
Cleveland 
Richmond 
Atlanta... 

3 
3 

3J^ 

3)4 
4 
4 
4 

4 
4 

4 

4 

k 

4 
4 

4 
4 

U 

4 

4 

5 
5 

45i 
5 

4^ 
5 

8J^ 

3>4 
354 

3>2 

C8I-4 

3J 
3} 
3J 

4 

s; 

^?#i?,nbr 

C3?- 

Chicago.. 
St.  Louis.. 
Minn'plis. 
Kans.City 
Dallas.... 
SanFr'sco 

"s" 

4 

4 

4 

4H 

4 

4 

4 

i% 

4 

4 

4J4 

u 

4 

5 
5 
6 

D3 

3M 
4 

3M 
3 

D3J 
3} 

4 
8' 
8} 

A    Rate  for  commodity  paper  maturing  within  90  days. 

B     Rate  for  bills  of  exchange  in  open  market  operations;  i 

3>4— 53^;  paper  bought,  Dallas  3-5. 
C    Rate  for  trade  acceptances  bought  in  open  market,  -v 

member  bank  indorsement. 
D    A  rate  of  2  to  4  per  cent  for  bills  with  or  without  membe 

indorsement  was  authorized  on  Dec.  21, 1915. 
E    Rate  for  commodity  paper  maturing  within  30  days.  Z%  p« 

over  30  to  60  days,  4  per  cent;  over  60  to  90  days,  4>6  pe 

over  90  days,  5  per  cent. 
F    Rate  for  trade  acceptances  to  30  days  inclusive :  Bos 

New  York  S^  ;  Philadelphia  3>2  ;  Cleveland  3;  Richmoi 

Atlanta  Z%\  Atlanta  (New  Orleans  Branch)  3K-4;  St.  Lot 

Minneapolis  3  Yz ;  Kansas  City  4 ;  Dallas  8>^ ;  San  France 


ta  Federal  Reserve  Bank. 

last  number  of  this  Bulletin  stated  that  four 
1  Reserve  banks  had  begun  dividend  pay- 
to  wit:  Richmond,  Dallas,  Kansas  City  and 
o.  We  regret  very  much  to  have  inadvert- 
)verlooked  the  Atlanta  bank,  which  on  June 


30th  last  declared  a  full  six  per  cent,  dividend  up  to 
December  31,  1915.  We  hasten  to  make  the  correc- 
tion. 

Net  earnings  for  the  twelve  Federal  Reserve  banks 
for  the  six  months  ending  June  30,  1916,  were  $804,- 
509.80,  or  at  the  rate  of  2.9  per  cent,  on  the  paid  in 
capital  at  the  close  of  the  period. 

THE  NATIONAL  CITY  BANK  OF  NEW  YORK, 


"City  BanK  Service." 


The  General  Bond  Department  of 

The  National  City  Bank  of  New  York 

has  been  taken  over  by 

THE  NATIONAL  CITY  COMPANY 

That  company  has  also  acquired 
the  bond  business  of 

N.  W.  HALSEY  &  COMPANY 

The  National  City  Company  is  closely  affiliated 
with  us,  occupies  offices  in  our  building,  and  will 
render  the  quality  of  investment  service  which 
has  been  maintained  by  the  Bank.  We  solicit 
for  them  the  same  consideration  afforded  us  by 
our  valued  clients. 


THE  NATIONAL  CITY  BANK  OF  NEW  YORK 
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1916 


Economic  Conditions 
Governmental  Finance 
United  States  Securities 


General  Business  Conditions. 

THE  fall  of  the  year  is  naturally  the 
season  of  greatest  trade  activity. 
The  crops  go  on  the  market  at 
this  time  and  cause  a  wide  dis- 
tribution of  funds,  the  preparations 
for  winter  mean  a  heavy  retail  trade,  the  trans- 
portation lines  are  usually  at  their  maximum 
traffic  and  nearly  all  industries  are  normally 
busy.  Last  year  the  volume  of  business  crept 
slowly  upward  through  the  first  eight  months 
and  rounded  into  full  activity  in  the  fall.  Since 
then  there  has  been  no  let  up,  and  about  the 
only  difference  apparent  as  we  come  again  into 
the  fall  season  is  that  prices  are  rising.  When 
all  agencies  of  production  are  driven  to  capacity 
an  increasing  demand  works  itself  off  in  this 
manner.  Notwithstanding  the  fact  that  busi- 
ness was  good  in  September  last  year,  bank 
clearings  in  the  month  just  closed  were  about 
40  per  cent,  in  volume  above  that  time.  Rail- 
way traffic  is  up  to  the  capacity  of  the  lines, 
surpassing  all  records,  and  complaints  of  car 
shortage  are  heard  from  many  quarters. 

There  is  more  confidence  in  the  future  than 
has  been  felt  at  any  time  in  the  last  two  years. 
This  does  not  mean  that  there  are  no  apprehen- 
sions of  an  industrial  slump  after  the  war,  but 
that  with  the  profits  of  the  last  year  applied  to 
indebtedness  or  added  to  resources,  the  posi- 
tion of  the  industries  is  inherently  stronger. 
Moreover,  there  is  a  feeling  that  business  is 
accumulating  which  will  come  forward  when 
war  orders  are  out  of  the  way.  In  nearly  all 
lines  there  is  difficulty  in  getting  orders  filled. 
Foreign  trade  in  ordinary  merchandise  in  all 
parts  of  the  world,  is  growing,  because  there 
is  no  other  place  to  get  the  goods  and  this  fact 
will  prevent  any  accumulation  of  stocks  until 
some  time  after  the  war. 

The  Metal  Industries. 

Enormous  purchases  of  copper  by  foreign 
governments  have  strengthened  the  market 
position  of  that  metal,  and  given  assurance  of  a 
continuance  of  prosperity  in  the  copper  mining 
districts  far  into  next  year.  Silver  is  also  in  a 
strong  position,  owing  to  the  suspension  of  pro- 
duction in  Mexico  and  the  demands  of  Euro- 


New  York,  October, 

pean  countries  for  coinage  purposes.  Con: 
able  silver  has  gone  from  China  to  Indie 
this  only  means  that  later  on  the  Chinese 
will  have  to  be  replenished.  The  price  i 
likely  to  yield  much  until  Mexican  su] 
come  forward  again. 

The  iron  and  steel  situation  is  stronger 
ever.  Prices  are  higher  in  nearly  all  line 
goes  without  saying  that  no  consumpti\ 
mand  which  can  be  postponed  is  contestir 
supplies  on  the  present  level.  The  rail 
have  finally  come  into  the  market  for  car 
other  equipment  which  is  imperative!] 
manded.  The  requirements  of  the  ship-l 
ing  industry  are  very  heavy,  and  likely  to 
for  several  years  to  come.  General  com 
tion,  and  the  work  involved  in  new  enter] 
is  light,  but  there  is  a  large  amount  of  bui 
for  the  enlargement  of  industries  that  are 
pushed  to  capacity. 

The  Crops. 

The  crop  estimates  have  gained  nothi 
the  past  month,  but  with  the  possible  e 
tion  of  corn  show  lower  figures.  The  '\ 
yield  of  the  United  States  is  not  more 
enough  for  bread  and  seed,  but  there  is  a  < 
over  from  last  year  which  is  calculated 
allow  150,000,000  bushels  for  export.  Tl: 
trance  of  Greece  into  the  war  revives  the 
ability  that  the  Dardanelles  will  be  op 
allowing  Russian  wheat  to  come  out,  an 
which  would  have  an  important  influence 
world  prices.  The  Argentine  crop  is  now  i 
making,  coming  to  harvest  in  December 
yet  it  is  doing  well.  The  Canadian  cr 
officially  estimated  at  168,611,000  bu 
against  376,306,000  last  year.  The  world's 
is  short. 

The  cotton  crop  has  suffered  further  d 
oration  in  the  past  month,  and  is  prol 
under  13,000,000  bales.  This  is  the  second 
secutive  crop  to  be  less  than  consumpti\ 
quirements,  and  prices  are  around  16  cent 
pound,  the  highest  level  known  in  a  nc 
market.  The  boll  weevil  and  wet  weather 
bined  to  play  havoc  with  the  crop  east  c 
Mississippi  river.     Advices  from   Manch 


U  ^mrUfimtf  rhitrv^  unOfI  ADdHc 


that  the  cotton  goods  trade  there  is  very 

disturbed  over  the  outlook  as  present 
for  cotton  are  thought  to  make  prices  for 

goods  that  will  be  prohibitory  to  much 
British  foreign  trade. 

cotton  goods  industry  in  this  country^  is 
rosperous,  notwithstanding  the  high  price 
raw  material.  There  is  a  scarcity  of  labor 
^here,  which  makes  it  impossible  to  run 
o  capacity.  Jobbers  continue  to  report  a 
:tive  trade  for  this  period  of  the  year.  The 
•s  who  were  cautious  in  their  early  buying, 
)und  trade  good,  and  have  been  reordering 

Price  advances  have  become  a  regular 
%  but  so  far  they  do  not  seem  to  afifect  the 
1.     Not  only  are  prices  high  because  raw 

is  high,  but  because  the  competition  for 
nakes  an  unusual  margin  for  the  manuf ac- 

The  woolen  goods  trade  is  in  much  the 
ituation. 

High  Cost  of  Living. 

most  unsatisfactory  feature  of  the  general 
)n  is  the  general  rise  in  the  cost  of  living, 
is  unquestionably  bearing  heavily  upon  the 
of  small  incomes.  There  is,  perhaps,  little 
t  to  them  in  reflecting  that  the  conditions 
iporary,  as  they  unquestionably  are.  They 
direct  result  of  the  withdrawal  of  so  many 
om  industry  and  the  enormous  consump- 
mands  of  the  war.  These  prices,  however, 
ing  a  stimulus  to  industry  which  will  result 
rmanent  increase  in  the  supply  of  all  kinds 
ds.  In  Cuba,  for  instance,  there  is  great 
r  clearing  new  lands  and  bringing  them  in- 
ar  production.  The  same  is  true  in  all 
producing  countries,  and  it  requires  no 
t  to  tell  that  when  llie  beet  sugars  of  Eu- 
Dme  again  into  the  market,  prices  will  be 
:han  ever  before  known.  The  work  that  is 
done  for  agriculture  in  this  country  at 
isent  time  gives  promise  of  important  re- 
efore  long.  The  farmers  are  increasing 
erds,  sheep  raising  is  feeling  the  stimulus 
isual  profits,  and  there  are  many  signs 
indicate  that  the  consumer  will  have  an 
later  if  he  can  hold  out  until  the  time 


y  and  Exchange. 

continued  and  unprecedented  movement 
1  into  this  country  has  put  an  end  to  any 
that  bankers  may  have  entertained  of 

rates  for  money  during  the  fall  season, 
the  early  part  of  May  the  receipts  of  gold 

New  York  Assay  Office  and  Philadel- 
lint  from  foreign  sources  has  amounted 
T  $300,000,000,  and  the  customs  returns 

that  the  net  importations  of  gold  into 
mnry  for  the  first  eight  months  of  the 
^ere  $410,000,000.  A  considerable  portion 
5  gold  has  gone  to  the  country  through 
ideral  Reserve  system,  and  it  is  not  an- 


ticipated that  further  requirements  this  fall  will 
be  sufficient  to  noticeably  disturb  the  New 
York  situation.  The  tone  during  the  last  week 
has  been  slightly  easier. 

The  condition  of  the  New  York  Clearing 
House  banks  shows  comparatively  small 
changes  in  the  principal  items  since  the  first  ot 
the  year.  We  give  the  figures  for  loans  and 
discounts,  net  demand  deposits,  cash  and  gold 
holdings  in  vault  on  December  31,  1915,  and 
September  23,  1916 : 

Clearing  House  Banks,  New  York. 

Dec.  31, 1915  Sept  23, 1916 

Net    demand    deposits....  $3,314,741,000  $3,270,824,000 

Loans  and  discounts 3,246,356,000  3,307,093,000 

Cash  in  vault 519,579,000  450,057,000 

Gold   "      "      335,397,000  306,802,000 

In  view  of  the  activity  of  trade  and  of  the 
stock  market,  the  steady  absorption  of  Ameri- 
can securities  which  has  been  going  on,  and 
the  three  great  foreign  loans,  aggregating  $400,- 
000,000  since  the  first  of  July,  the  small  increase 
of  loans  in  nine  months  must  be  regarded  as 
very  satisfactory.  There  is  no  sign  of  wild  in- 
flation in  those  figures. 

It  is  a  noteworthy  fact,  however,  that  not- 
withstanding the  heavy  importations  of  gold 
at  New  York,  the  banks  of  this  city  hold  less 
gold  and  less  cash  than  at  the  beginning  of  this 
year,  and  the  same  is  true  of  the  Federal  Re- 
serve Bank  of  New  York  and  the  reserve  agent 
for  this  bank.  The  gold  importations  have  all 
been  distributed  to  the  interior. 

Surprise  is  expressed  over  the  continuation 
of  the  British  shipments,  notwithstanding  the 
recent  creation  of  $400,000,000  of  new  credit  for 
the  use  of  the  governments  of  Great  Britain, 
France  and  Russia.  The  best  explanation  is 
found  in  the  new  records  that  are  being  made 
by  our  exports. 

Foreign  Trade. 

The  following  table  gives  the  foreign  trade 
figures  for  the  twelve  months  ended  with 
August : 

Excess  of 
1916  Exports  Imports  Exports 

August   $570,000,000  $199,247,391  $310,752,609 

July    445,472,000  182,722,938  262,749,062 

June    464,784,318  245,795,438  218,988,880 

May 474,881,255  229,188,957  245,692,298 

April  399,861,157  217,705,397  182,155,760 

March 411,476,638  213,589,785  197,886,853 

February   402,991,118  193,935,117  209,056,001 

January    330,784,847  184,362,117  146,522,730 

1915 

December 359,306,492  171,832,505  187,473,987 

November  ....  327,678,802  155,496,675  172,182,127 

October 328,030,281  149,172,729  178,857,552 

September  ....  300,676,822  151,236,026  149,440,796 

It  will  be  seen  that  the  balances  of  the  last 
four  months  greatly  surpass  those  of  any  other 
four  months  of  the  period. 


Foreign  Sales  of  American  Securities. 

We  gave  last  month  a  calculation  which  in- 
dicated that  the  amount  of  American  securities 
returned  to  this  country  and  of  foreign  interests 
in  this  country  liquidated  in  the  two  years  ended 
June  30,  1916,  was  from  $1,750,000,000  to  $1,- 
800,000,000.  Reference  was  made  therein  to  Mr. 
Loree's  estimate  of  the  amount  of  railway  securi- 
ties returned  in  the  six  months  from  January  31, 
1915,  to  July  31,  1915.  During  the  past  month 
Mr.  Loree  h?s  given  out  new  figures,  bringing  his 
calculation  down  to  July  31,  1916.  He  finds  that 
the  holdings  of  such  securities  abroad  on  the 
latter  date  aggregated  $1,415,628,563  par  value, 
or  $1,110,099,090  market  value;  and  that 
the  amount  returned  in  the  one  and  one-half 
years  was  $1,288,873,801,  par  value.  The  mar- 
ket value  of  those  returned  in  the  year 
from  July  31,  1915,  to  July  31,  1914,  was  esti- 
mated at  $641,338,822,  but  no  estimate  on  earlier 
market  values  was  made.  If  we  were  to  apply  the 
same  percentage  of  market  value  to  par  value  for 
the  entire  period  it  would  indicate  that  the  mar- 
ket value  of  railroad  securities  returned  since 
January  31,  1915,  was  about  $1,018,000,000. 
Market  values,  however,  were  lower  in  the  first 
six  months  and  these  figures  are  perhaps  $30,- 
000,000  to  $40,000,000  too  high.  The  Loree  in- 
quiry does  not  include  railroad  securities  returned 
before  January  31,1915,  or  which  were  held  in  this 
country  for  foreign  account,  or  which  were  not 
paying  interest  or  dividends.  It  did  not  include 
industrial  securities  such  as  United  States  Steel, 
municipal  bonds  or  public  utilities.  Besides  these 
issues  there  are  important  foreign  property  inter- 
ests in  this  country,  in  mines,  real  estate,  real 
estate  mortgages  and  in  ordinary  business  enter- 
prises. The  latter  class  of  property  is  not  so 
readily  disposed  of,  however,  and  the  bulk  of  the 
liquidation  has  doubtless  been  in  the  railway  se- 
curities. On  the  whole,  we  are  disposed  to  think 
that  our  figures  were  a  little  high,  and  that  $1,- 
500,000,000  to  $1,600,000,000  is  high  enough  for 
the  liquidation  of  foreign  interests  in  this  coun- 
try since  the  outbreak  of  the  war.  This  does  not 
include  our  foreign  loans. 

A  conference  of  French  and  British  financial 
authorities  was  held  at  Calais  last  mionth,  which 
the  prime  ministers  of  both  countries  attended, 
and  at  which  arrangements  were  made  for  vir- 
tually pooling  the  gold  reserves  of  the  Allies ; 
Russia  and  Italy,  it  is  said,  will  participate.  The 
Bank  of  France  has  already  sent  large  sums  of 
gold  to  London,  pursuant  to  this  and  previous 
conferences.  It  is  a  remarkable  fact  that  the 
Banks  of  England,  France  and  Russia  all  hold 
more  gold  at  this  time  than  they  ever  had  at  any 
time  prior  to  the  war,  and  the  heavy  shipments  to 
this  country  during  the  last  five  months  have  not 
been  reflected  in  their  official  statements.  This 
indicates  that  the  governments  have  had*  stores  of 
gold  not  included  in  the  bank  reserves,  probably, 
in  the  case  of  Great  Britain^  new  gold  from  the 
mines. 


Bond  and  Stock  Market  for  Septembe 

The  bond  market  in  September  has  b< 
tive  and  firm.  The  average  volume  o 
sales  on  the  New  York  Stock  Exchange 
close  of  business  September  25th  was  i 

000,  compared  with  $3,259,000  in  Augi 
$2,608,600  in  July.  The  average  price  o 
listed  bonds,  as  compiled  by  the  Wall 
Journal  was  94.21  September  25th,  93.6 
tember  1st,  93.74  August  1st  and  90.43  ( 

1,  1915.  The  fractional  advance  during  t 
month  has  been  about  equally  distributed 
railroad,  industrial  and  public  utility  bom 
the  close  of  the  month  investment  buy 
both  institutions  and  individuals  is  on  ; 
scale.  Increased  deposits  in  the  banks  an 
er  dividend  distributions  to  individual: 
brought  more  funds  into  the  market  for 
ment.  Foreign  government  short  term 
are  being  liberally  taken  by  banks  on  acc< 
their  ready  market  and  high  yield.  The  I 
Government  6>^%  Credit  has  been  in  un 
good  demand,  advancing  to  102^. 
French  5's,  American  Foreign  Securities 
British  Government  5's  are  all  active  and 

No  large  foreign  or  domestic  loans  ha'^ 
floated  during  the  month,  but  several  sr 
sues   of    railroad,   industrial,   public   utili 
municipal   bonds   have   been    well    taken, 
Chicago,    North    Shore   &   Milwaukee   R 
sold  $3,620,000  First  Mortgage  5%  Gold 
which  were  offered  publicly  at  92^,  a  b 
5.62%.     This  road  is  an  electric,  double 
high  speed,  interurban  line  connecting  ^' 
kee,  Wisconsin,  with  Evanston,  Illinois, 
sue   of   $4,000,000   Northern   Ohio   Trac 
Light  First  Lien  &  Refunding  5%  Gold 
due  1956  are  being  offered  at  94  to  yield 
A  block  of  Minneapolis,  St.  Paul  &  Saul 
Marie  First  Consolidated  Mortgage  4% 
due  1938  have  been  oflFered  on  a  4.60% 
The  Metropolitan  Water  Board  of  Lone 
cently     sold     $6,400,000     one     year     D 
Notes  to  New  York  bankers.     The  note 
sold  to  the  public  on  a  6%  basis.     This 
first  piece  of  financing  in  the  New  York 
by  the  English  municipalities.     Near  the 
the  month,  Kuhn,  Loeb  &  Co.  announced 
to  the  City  of  Paris  of  $50,000,000  in  fi\ 
6  per  cent,  notes  payable  at  the  option 
holder  either  in  gold  coin  of  the  United 
or  in  francs  at  5.5  francs  to  the  dollar.     T 
fords  an  opportunity  for  the  holder  to  pr 
a  return  of  French  exchange  to  the  norm; 

City  of  Milwaukee,  Wisconsin,  4^A% 
and  City  of  Newark,  New  Jersey,  4>4% 
are  being  offered  on  a  3.90%  and  3.95% 
respectively.  On  account  of  exemptior 
the  federal  income  tax  which  was  heav 
creased  by  the  last  Congress,  municipj 
very  strong  and  cities  with  good  credit  a: 
to  borrow  on  especially  favorable  terms, 


ale  of  $500,000  United  States  3  per  cent. 
issued  in  exchange  for  2  per  cent,  bonds 

the  Federal  Reserve  Act,  was  made  in 
larket  last  week  on  a  2%  per  cent,  basis. 

Dominion  of  Canada  has  offered  for  pub- 
)scription  a  new  $100,000,000  Internal  5% 
Loan  due  October  1,  1931,  at  97>^.  The 
las  been  heavily  over  subscribed.  The  first 
ianwar  loan  was  issued  in  November  1915, 
^  due  in  ten  years  and  bearing  5%  interest, 
anadian  government  is  therefore  borrowing 
^htly  more  favorable  terms  than  a  year  ago. 

An  Active  Stock  Market. 
ding  in  stocks  continues  very  active.  For 
en  consecutive  full  business  days  up  to 
nber  29th,  sales  exceeded  1,000,000  shares 
n  the  25th  over  2,300,000  shares  were 
n,  the  largest  volume  of  daily  sales  since 
I,  1907.  The  upward  sv/ing  has  carried 
both  railroad  and  industrial  stocks.  The 
^e  price  of  twenty  railroads  as  compiled 
;  "Wall  Street  Journal"  was  108.53,  Sept- 

25th;  104.01,  September  1st  and  103.89 
it  1st.  The  average  price  of  twelve  in- 
als  was  150.88,  September  25th;  129.62, 
nber  1st  and  123.68,  August  1st.    United 

Steel  Common,  International  Mercantile 
e  preferred  and  some  of  the  copper  stocks 
nade  exceptional  advances  on  large  trad- 
Phe  daily  average  of  stock  sales  for  the 

to  the  close  of  business  September  25th 
,090,500    shares,   compared   with   542,815 

in  August  and  353,380  shares  in  July, 
trary  to  precedent,  the  present  stock 
t  is  easily  financed  at  a  season  of  the  year 
the  demand  for  money  all  over  the  coun- 
it  the  highest  point,  when  increased  busi- 
»  being  conducted  with  commodity  prices 
high  level  and  when  loans  are  being 
;d   to   foreign   governments   on   a   large 

This  condition  follows  a  period  when 
quantities  of  American  securities  have 
■epurchased  from  abroad  and  in  face  of 
ct  that  still  further  purchases  will  be 
ary.  There  is  a  slackening  in  foreign 
ition,  however,  due  to  the  decreasing 
'  and  to  the  policy  of  pledging  securities 
the  last  loans  to  the  British  and  French 
nments.  The  continued  heavy  importa- 
3f  gold  have  made  loanable  funds  abun- 
nd  the  usefulness  of  the  Federal  Reserve 
1  with  its  rediscount  possibilities  has  not 
en  brought  to  a  test.  The  stock  market 
y  goes  on  in  the  face  of  poor  crops,  un- 
ble  railroad  wage  legislation  and  in  the 
of  a  presidential  campaign.  Trading  has 
leld  in  restraint  for  several  months,  due 
uncertain  feeling  in  regard  to  the  Ameri- 
idustrial  position  after  the  war.  With 
d  of  the  war  not  in  sight,  and  with  the 
ued  need  of  our  raw  materials  and  re- 
inquiries  for  munitions,  the  stock  mar- 
responding  to  record  railroad  and  indus- 
arnings. 


Government  Revenues. 

The  treasury  department  estimates  that  the 
expenditures  of  the  government  for  the  fiscal 
year  ended  June  30,  1917,  will  amount  to  $1,- 
126,243,000,  and  that  the  ordinary  revenues  will 
be  $762,000,000,  leaving  $364,243,000  to  be  pro- 
vided for  by  extraordinary  means.  Of  this 
amount,  $130,000,000  will  be  required  for  the 
extraordinary  expense  of  mobilizing  the  national 
guard  along  the  Mexican  border.  This  amount, 
or  whatever  may  be  required  for  this  purpose, 
the  administration  plans  to  raise  by  a  bond  issue. 
The  remainder  is  $234,243,000,  of  which  the 
new  revenue  act  is  relied  upon  to  provide  $205,- 
000,000,  leaving  $29,243,000  to  be  taken  from 
funds  brought  over  from  the  general  fund  from 
last  year. 

Although  the  revenue  bill  was  amended  in  the 
Senate,  and  the  copper  taxes  dropped,  it  is  cal- 
culated that  the  additional  taxes  will  quite  make 
good  the  reductions.  The  taxes  upon  munitions 
were  raised  from  ten  to  twelve  and  one-half  per 
cent. 

The  income  tax  levies  are  about  as  they  were 
fixed  in  the  House,  except  that  the  Senate  car- 
ried the  progressive  feature  several  steps  further. 
The  House  stopped  with  a  ten  per  cent,  tax  upon 
all  income  in  excess  of  $500,000,  but  under  the 
law  income  in  excess  of  $1,000,000  and  up  to 
$1,500,000  will  pay  eleven  per  cent.,  in  excess  of 
$1,500,000  and  up  to  $2,000,000,  twelve  per  cent., 
and  in  excess  of  $2,000,000  thirteen  per  cent. 

With  the  increase  of  the  income  taxes  of  course 
the  exemptions  become  of  greater  importance, 
and  this  is  reflected  in  the  growing  popularity  of 
municipal  issues.  The  effect  is  to  penalize  pri- 
vate enterprise  and  encourage  public  undertak- 
ings by  making  large  sums  available  for  such  pur- 
poses. This  means  that  the  most  capable  and 
successful  managers  of  business  are  being  per- 
suaded by  the  exercise  of  the  taxing  power  to 
retire  from  business  themselves  and  place  their 
capital  at  the  disposal  of  the  most  incapable  and 
wasteful  management  in  the  world,  to-wit:  that 
of  our  constantly  changing  political  administra- 
tions in  the  city,  state  and  national  governments. 
The  common  wastefulness  of  these  administra- 
tions is  notorious.  Criticism  of  government  ex- 
penditures upon  public  buildings,  rivers  and  har- 
bors, and  even  upon  the  army  and  navy,  are 
always  in  our  ears,  and  municipal  administration 
is  generally  worse  than  that  in  the  national  gov- 
ernment, but  the  very  people  who  criticise  most 
severely  are  usually  incessant  advocates  of  ad- 
ditional governmental  functions. 

This  policy  of  encouraging  the  owners  of 
wealth  to  turn  it  over  to  the  state  or  its  political 
sub-divisions  f-^r  handling  is  presumably  sup- 
ported upon  a  vague  theory  that  capital  so  placed 
will  be  more  beneficial  to  the  community  than  if 
the  owners  invested  it  themselves.  The  comm.on 
idea  seems  to  be  that  even  if  it  is  squandered 


under  gov  ment  management  it  will  do  more 
good  than  if  used  under  priva.e  management,  for 
example,  in  inr  easing  the  railway  facilities  of 
the  country,  or  in  electrifying  the  railways,  so 
that  trains  may  be  drawn  by  water  power  instead 
of  using  up  our  coal  supplies.  Probably  nobody 
supposes  that  these  taxes  will  cause  any  rich  man 
to  spend  any  less  for  his  own  personal  or  family 
use;  the  one  effect  will  be  to  curtail  his  con- 
structive investments. 

The  law  is  liberalized  in  respect  to  losses  which 
are  made  upon  investments  outside  of  regular 
business.  Hereafter  they  may  be  offset  against 
any  gains  upon  the  same  class  of  investments 
during  the  year. 

Taxation  Upon  Foreign  Investors. 

The  provisions  of  this  law  make  the  income 
taxes  expressly  applicable  to  all  income  received 
by  alien  foreign  residents  from  investments  in 
American  securities  or  properties  in  this  coun- 
try. This,  in  our  opinion,  is  a  mistaken  policy. 
The  reasoning  is  that  since  the  foreigner  derives 
income  from  this  country  he  ought  to  pay  taxes 
here,  the  same  as  our  own  people  do.  It 
ignores  the  fact  that  all  the  properties  from  which 
this  income  is  derived  do  pay  taxes  here,  that  an 
income  tax  is  not  a  tax  which  attaches  to  prop- 
erty but  which  attaches  to  persons,  and  that  the 
citizen  of  another  country  owes  and  must  pay 
income  taxes  to  his  own  country.  When  in 
addition  to  paying  income  taxes  to  his  own  gov- 
ernment we  insist  that  he  shall  pay  income  taxes 
to  the  United  States,  we  subject  him  to  double 
taxation,  and  at  this  time,  when  taxation  every- 
where is  very  heavy,  this  will  tend  to  diminish 
foreign  investment  in  this  country,  and  prevent 
such  investments  in  the  future. 

One  of  the  most  serious  problems  to  be  met 
after  the  war  will  be  that  of  holding  the  stock  of 
gold  which  is  now  being  received  in  payment  for 
our  extraordinary  volume  of  exports,  and  which 
is  becoming  the  basis  of  credit.  Although  this 
gold  is  mainly  received  at  the  port  of  New  York 
it  does  not  remain  here.  The  stock  of  gold  held 
by  the  associated  banks  of  this  city  is  not  as  large 
today  as  it  was  at  the  first  of  this  year,  notwith- 
standing the  heavy  receipts  in  the  meantime.  The 
Federal  Reserve  Bank  of  New  York  since  it 
began  business  has  paid  approximately  $200,000,- 
000  in  gold  through  the  gold  settlement  fund  to 
the  other  reserve  banks.  This  gold  is  being  dis- 
tributed over  the  country  and  being  made  the 
basis  of  bank  credit.  When  the  war  ends  this 
abnormal  state  of  our  foreign  trade  will  end,  and 
in  the  natural  order  of  things  we  must  expect  an 
outflow  of  gold.  A  moderate  movement  will  not 
be  serious,  but  a  heavy  movement  will  mean  that 
the  foundation  is  taken  from  under  our  credit 
structure,  and  that  credits  all  over  the  country 
must  be  reduced.  Nothing  is  more  important 
than  that  every  possible  means  for  controlling 
this  gold  movement  shall  be  at  our  command, 


and  certainly  nothing  should  be  done  to 
that  control  more  difficult.  If  we  can  sel 
to  Europe  at  that  time  some  of  the  sec 
which  we  are  now  purchasing  such  sale 
count  the  same  as  gold.  We  have  now  a 
supply  of  these  securities  which  have  a 
name  abroad,  which  have  been  sold  under 
sure  of  an  emergency,  and  which  the  f 
owners  will  be  quite  disposed  to  repurchase 
m  position  to  do  so.  Here  is  an  important 
of  safeguarding  ourselves  against  the  unc< 
ties  of  the  after-the-war  period.  Why  : 
we  set  up  obstacles  to  the  repurchase  of 
securities  and  prefer  to  export  gold  ? 

There  has  been  no  little  self-congrati 
over  the  fact  that  New  York  was  becon 
world  money  market,  but  such  measures  i 
tend  to  keep  foreign  investors  out  of  this  n: 
They  are  an  obstacle  to  international  reh 
and  as  such  are  opposed  to  the  comity  of  nj 
and  to  that  growth  of  common  interests  in 
is  to  be  found  the  greatest  security  in  ti: 
financial  crisis  and  the  strongest  influenc 
peace. 

Retaliatory  Features. 

The  retaliatory  features  are  in  some  re 
most  unusual.  In  so  far  as  they  are  inten< 
place  in  the  hands  of  the  President  power 
sist  unjust  discriminations  against  citizens  c 
country  they  may  be  theoretically  justifiec 
presumably  the  President  will  use  the  p 
with  great  caution  and  discretion.  But  th 
tion  which  is  said  to  be  directed  at  Great  E 
for  having  placed  an  embargo  upon  tobacco 
with  other  articles  which  are  classed  as  lux 
is  not  legislation  to  be  proud  of.  The  E 
people  and  British  government  are  buyin 
products  of  this  country  upon  a  scale  nev( 
proached  in  the  past,  and  the  problem  of  pi 
ing  means  of  payment  if  the  war  continue: 
eral  years  is  one  that  may  well  cause 
apprehensions.  Under  the  circumstance* 
British  government  is  unquestionably  juj 
in  making  efforts  to  restrict  the  foreign 
chases  of  its  people  to  articles  of  necessity 
there  would  seem  to  be  a  singular  lack  of 
priety  in  our  making  any  complaint  abo 
The  original  prohibition  was  modified 
months  ago,  and  importations  are  now  pern 
under  regulations  of  the  British  Board  of  T 
The  original  act  and  all  the  regulations  app 
all  neutral  countries  alike.  Incidentally,  it 
be  mentioned  that  Germany  has  prohibite( 
importation  of  tobacco  except  from  her  i 

The  Federal  Reserve  System. 

The  amendments  to  the  Federal  Re: 
Act  made  at  the  last  session  of  Congress  d( 
materially  alter  the  workings  of  the  law, 
they  enlarge  in  some  minor  respects  the  p 
of  the  Reserve  banks  and  of  the  member  bi 

Authority  is  given  the  latter  to  subscrib 


it  not  exceeding  ten  per  cent,  of  their 
and  surplus  to  the  stock  of  one  or  more 
organized  to  do  business  principally  in 
1  countries,  and  member  banks  in  towns 
:eeding  a  population  of  5,000,  are  author- 
act  as  the  agent  of  any  fire,  life  or  other 
nee  company  authorized  to  do  business 
state,  and  to  act  as  agent  for  placing 
)n  real  estate  located  within  one  hundred 
Df  the  bank.  The  authority  of  national 
outside  of  the  central  reserve  city  to 
oans  on  real  estate  is  also  slightly  liber- 
right  of  member  banks  to  accept  drafts 
erially  extended.  Drafts  drawn  by  for- 
anks  or  bankers  upon  not  more  than 
nonths  sight  for  the  purpose  of  supply- 
)llar  exchange,  may  be  accepted,  and 
tiaving  not  over  six  months  to  run,  which 
3ut  of  transactions  involving  the  ship- 
)f  domestic  goods,  may  be  accepted  pro- 
warehouse  receipts  or  shipping  docu- 
conveying  title  to  the  goods  accompany 

?e  acceptances  may  be  discounted  by  the 
il  Reserve  banks  when  they  have  a  matu- 
E  not  more  than  three  months.  The 
t  to  which  a  bank  may  accept  in  direct 
transactions,    foreign    and    domestic    is 

0  fifty  per  cent,  of  its  capital  and  surplus 
like  amount  additional  is  permitted  in 
ge  transactions.  The  amount  up  to 
a  bank  may  accept  for  a  single  firm  or 
ny  is  limited  to  ten  per  cent,  of  its  capi- 
.  surplus,  but  this  seems  to  be  in  addition 
s  to  the  same  parties  up  to  a  like  amount. 

Federal  Reserve  banks  are  given  au- 
'  to  make  advances  to  member  banks  for 
3re  than  fifteen  days,  upon  the  security 
es,  drafts,  bills  of  exchange  or  accept- 
that  are  eligible  for  re-discount.  This 
table  the  member  banks  to  obtain  funds 
rarily  without  parting  with  the  paper 
nently. 

amendment  authorizes  the  Reserve 
to  permit  member  banks  to  carry  in  the 
d  Reserve  banks  of  their  respective  dis- 
any  portion  of  the  reserves  required  by 

1  19  to  be  kept  in  their  own  vaults.  That 
;ay,  the  local  banks  will  be  allowed  to 
line  for  themselves  what  amount  of  their 
ss  they  will  carry  in  their  own  vaults, 
ther  amendment  allows  the  Reserve 
to  use  the  paper  acquired  under  the  pro- 
5  of  section  14  (open  market  transac- 
as  security  for  issues  of  Federal  Reserve 
the  same  as  paper  acquired  direct  from 
er  banks  under  section  13. 

The  Qold  Reserves. 

efforts  of  the  Federal  Reserve  Board  to 

authority  to  give  their  notes  directly  in 

ige  for  gold  were  by  a  strange  spasm  of 


conservatism  defeated  in  the  House,  the  Senate 
having  adopted  the  provision.  This  is  precisely 
what  all  the  great  central  banks  of  Europe  do, 
and  it  is  the  direct  and  principal  method  by 
which  they  replenisn  their  gold  stocks.  A  re- 
markable spectacle  has  been  presented  since 
this  war  began,  in  all  the  belligerent  countries, 
by  the  action  of  the  people,  in  response  to  an 
appeal  from  the  governments  turning  their  pri- 
vate holdings  of  gold  coin  into  the  central 
banks  in  exchange  for  bank  notes.  It  is  done 
to  strengthen  the  available  gold  reserves  of  the 
country,  and  the  citizens  who  give  this  assist- 
ance receive  handsomely  engraved  certificates 
which  make  acknowledgment  of  their  services 
and  which  they  can  hand  down  to  posterity. 
It  was  a  defect  in  the  Federal  reserve  system 
not  to  provide  originally  for  such  exchanges, 
and  the  failure  to  pass  this  amendment  is  a 
mistake.  The  Reserve  banks  should  have  every 
possible  means  at  their  command  for  strength- 
ening their  reserves  of  gold. 

We  are  convinced  that,  in  furtherance  of  this 
purpose,  it  will  be  found  advisable  eventually 
to  allow  Federal  Reserve  notes  to  be  held  as 
the  reserves  of  the  member  banks.  We  are 
aware  of  the  opposition  to  this  policy  and  fam- 
iliar with  the  reasons  urged  against  it,  but  we 
do  not  accept  them  as  equal  in  weight  to  the 
gains  that  would  accrue  from  it.  This  country 
is  rich  in  gold,  but  only  a  small  portion  of  it  is 
where  it  will  be  available  to  support  the  bank- 
ing system  in  any  real  crisis.  Inflation  or  any 
weakness  in  the  monetary  system  or  credit  situ- 
ation of  a  country  will  show  its  first  symptoms 
in  a  demand  for  gold  for  export.  This  is  where 
the  real  pressure  will  appear,  and  it  must  be 
met  at  New  York.  Gold  scattered  among  the 
interior  banks  from  here  to  the  Pacific  Coast 
will  avail  little.  It  would  be  necessary  to  take 
up  a  voluntary  collection,  or  start  a  subscrip- 
tion list  as  was  done  to  create  the  gold  fund  in 
1914. 

The  gold  stock  of  the  country  should  be  ac- 
cumulated in  much  larger  proportions  in  the 
vaults  of  the  Federal  reserve  system,  and  that 
can  never  be  done  while  gold  or  gold  certifi- 
cates are  required  to  be  kept  in  the  reserves  of 
all  the  member  banks.  The  gold  stock  of  the 
country  is  kept  scattered  by  this  requirement. 
But  if  the  member  banks  were  premitted  to  use 
Federal  Reserve  notes  for  their  reserves  they 
would  give  up  their  gold  and  gold  certificates 
in  exchange,  with  the  result  that  our  gold  stock 
would  be  concentrated  and  made  a  vastly  more 
effective  protection  to  the  country. 

Of  course  it  will  be  said  that  this  is  making 
one  credit  the  basis  of  another,  but  Federal  Re- 
serve notes  backed  as  they  are  now  and  as  they 
would  be  under  this  policy,  by  so  large  a  per- 
centage of  gold,  are  an  exceptional  form  of 
credit.  It  is  inconceivable  that  the  authority  to 
issue  these  notes,  exercised  under  the  publicity 


which  attends  the  operations  of  the  system,  will 
be  seriously  abused,  and  it  is  quite  certain  that 
there  will  be  no  undue  inflation  from  the  mere 
act  of  giving  notes  in  exchange  for  gold.  A 
credit  at  a  Federal  Reserve  bank  counts  as  re- 
serve and  there  is  no  good  reason  why  a  credit 
on  hand  in  the  form  of  Federal  Reserve  notes 
should  not  have  the  same  virtue. 

The  purpose  in  establishing  the  Federal  Re- 
serve System  was  to  centralize  reserves,  and  to 
place  the  banking  system  under  strong  central 
authority.  Large  powers  must  be  conferred 
upon  this  central  authority  in  order  that  it  may 
perform  the  service  that  is  expected  of  it.  The 
authority  to  issue  currency  is  admittedly  a 
power  which  must  be  carefully  guarded,  and  for 
this  reason  it  is  placed  under  the  supervision  of 
one  responsible  official  body,  instead  of  being 
left  to  the  judgment  of  numerous  banks.  The 
effectiveness  of  the  system  depends  largely 
upon  the  command  given  to  this  central  au- 
thority over  the  reserve  resources  of  the  coun- 
try. That  is  the  fundamental  feature  of  the 
system.  It  is  a  contradiction  of  the  whole  policy 
of  centralizing  reserves  to  scatter  the  gold  stock 
of  the  country  through  all  the  member  banks. 
We  have  established  reserve  banks  without  the 
most  important  reserves.  It  is  setting  up  an 
agency  to  protect  the  country  against  financial, 
crises  and  denying  it  the  most  effectual  means. 

There  is  no  other  country  of  the  world  where 
all  the  banking  institutions  are  required  to 
carry  specified  reserves, and  in  practically  every 
other  important  country  the  notes  of  the  cen- 
tral bank  are  used  as  the  reserve  cash  of  the 
other  banks.  The  great  German  and  French 
banks  carry  practically  no  cash  but  the  notes 
of  the   Reichsbank  and  the   Bank  of   France. 

If  the  currency  of  the  Federal  Reserve  sys- 
tem is  not  suitable  for  similar  use  the  system 
must  be  inferior  to  that  of  other  important 
countries,  and  we  should  not  rest  content  with 
this  admission. 

The  Railway  Wage  Legislation. 

There  is  an  abundance  of  evidence  that  the 
action  of  Congress  in  compelling  the  railway  com- 
panies to  accede  to  the  demands  of  the  trainmen 
does  not  have  general  approval.  A  sense  of  re- 
lief was  undoubtedly  felt  that  the  country  was  not 
obliged  to  undergo  the  inconvenience  and  losses 
that  would  have  been  inevitable,  and  the  disorder 
that  was  apprehended,  as  the  result  of  a  strike, 
but  the  sober  judgment  of  the  country  condemns 
the  abandonment  of  judicial  methods,  and  a  com- 
plete surrender,  without  investigation,  to  threats 
of  great  public  injury.  The  members  of  Congress 
who  voted  for  the  measure  generally  acknowl- 
edged that  the  policy  could  not  be  justified  upon 
any  plea  but  the  one  which  justifies  surrender  to 
a  foreign  enemy,  to-wit :  that  for  the  sake  of  non- 
combatants  it  is  necessary  to  yield  to  superior 
force,  without  considering  the  merits  of  the  case. 


That  timorous  decision  does  not  sit  wel 
the  American  people.  There  is  something  i 
nant  in  the  idea  of  bringing  the  power  ( 
government  to  enforce  the  demands  of  a  cor 
tively  small  group  of  men,  under  threat  o 
chief  they  may  do  to  the  community,  witho 
inquiry  as  to  the  reasonableness  of  their  der 

We,  in  this  country,  have  had  a  great  c 
say  in  the  last  two  years  about  the  low  st 
civilization  in  Europe  as  evidenced  by  th< 
These  comments  have  been  based,  presui 
upon  a  conviction  that  the  conflicting  inten 
nations  should  be  adjusted  by  some  kind  ol 
cial  procedure,  according  to  reason  and 
lished  principles  of  justice,  instead  of  by 
force.  We  seem  to  have  been  unanimously 
opinion,  as  critics  of  Europe,  that  it  is  i 
mental  to  civilization  to  have  such  an  o 
method  of  settling  disagreements,  and  tl 
men  shall  be  willing  to  accept  settlement  o 
grievances  in  this  manner.  But  in  this  r 
controversy  inquiry  and  reason  were  giv 
place;  the  terms  were  dictated  by  one  sid 
Congress  took  the  ground  that  there  was  n 
to  do  but  make  the  other  side  submit,  or  th 
lie  would  suffer  dire  consequences. 

Practical  Features  of  The  Issue. 

It  is  singular  that  in  the  discussion  of  thi 
ject  so  little  attention  has  been  generally  gi 
the  practical  phases  of  the  eight  hour  day  ii 
service.  It  is  treated  by  very  eminent  | 
men  as  on  the  same  basis  with  other  deman 
an  eight  hour  day,  but  evidently  there  are  : 
reasons  why  this  demand  should  not  be  en 
in  an  arbitrary  manner.  The  railway  di^ 
are  already  established  as  approximately  on 
dred  miles  in  length.  At  the  division  ten 
freight  yards,  engine  houses,  repair  shop 
other  structures  have  been  constructed  wJ 
the  aggregate  represent  a  large  inves 
These  terminal  points  have  become  imp 
towns,  based  in  many  instances  largely  upoi 
population  of  railway  employes,  and  a  re 
of  this  population  to  new  division  points 
seriously  affect  local  trade  and  real  estate  ^ 
The  railway  employes,  trainmen,  shopme 
others,  who  own  homes  at  the  division  ] 
would  be  involved  in  this  general  loss.  Th 
of  shortening  the  divisions  therefore  hi 
been  considered  either  by  the  railway  ofiic 
the  brotherhood  officials;  both  sides  assura 
the  train  runs  will  remain  the  same?  Ho\ 
is  the  time  of  trainmen  on  duty  to  be  short 

The  officials  say  that  the  trainmen  do  no' 
it  shortened,  but  are  aiming  simply  at  more 
time  and  higher  pay.  It  is  evident  that 
which  now  takes  ten  hours  and  contini 
take  ten  hours  under  the  new  arrangemer 
yield  two  hours  overtime  and  a  twenty-fi> 
cent,  increase  of  pay.  The  reply  made  I 
trainmen  is  that  by  cutting  down  the  length 
trains  and  running  faster,  a  run  of  one  hu 
miles  can  be  made  in  eight  hours  instead  c 


is  policy  would  nullify  much  of  the  great 
liture  which  has  been  made  in  recent  years 
:  express  purpose  of  increasing  train  loads, 
as  been  the  marked  development  in  rail- 
s' and,  but  for  the  economies  thus  effected 
Id  have  been  impossible  for  the  roads  to 
nade  the  numerous  wage  advances  that 
een  made,  or  to  have  met  the  increasing 
■  supplies  and  equipment,  without  greater 
;es  in  their  charges.    The  cost  of  moving 

increases  with  the  speed  of  the  train  and 
rse  the  public  is  interested  in  all  legitimate 
)  in  transportation  costs.  ,The  figures  for 
on  the  Chicago  &  Northwestern  railway 
hat  the  train  load  has  been  raised  from  an 
e  of  210  tons  no  longer  ago  than  1910  to 
IS  in  the  year  ended  June  30,  1916,  and  this 
)ught  an  increase  in  the  revenue  per  train 
n  from  $2.32  to  $3.28  although  the  average 

rate  per  ton  mile  was  lower  in  the  latter 
lan  in  the  former.  Economic  results  like 
ght  not  to  be  surrendered  without  consid- 

•e  is  another  phase  of  the  subject  in  which 
irvice  differs  from  continuous  labor.  Over- 
,  the  result  of  delays  in  making  the  run, 
e  time  is  spent  in  waiting.  It  is  true  the 
e  on  duty,  and  that  waiting  is  irksome,  but 
;rmining  the  hours  which  shall  constitute 
;  work,  and  comparing  train  service  with 
:inds  of  labor,  it  certainly  makes  a  differ- 
hether  men  put  in  a  full  day  at  exhausting 
part  of  the  time  waiting, 
e  is  still  another  factor  in  the  case, 
er  trains  cover  their  runs  within  schedule 
r  not  depends  largely  upon  the  trainmen 
Ives,  and  shortening  the  time  will  not  only 
.  legitimate  and  necessary  increase  of  over- 
ut  offers  an  opportunity  and  inducement 
e  overtime  when  it  is  unnecessai-y. 
3f  these  features  are  peculiar  to  the  eight 
lay  in  train  service.  They  distinguish  it 
he  eight  hour  question  as  applied  to  most 
trades,  where  it  is  advanced  from  humane 
iration  and  upon  the  theory  that  men  in  the 
in  will  accomplish  as  much  in  eight  hours 
tinuous  work  as  in  ten  hours.  No  discus- 
candid  that  does  not  recognize  these  dif- 
is  and  they  make  it  particularly  desirable 
1  inquiry  to  determine  the  public  interest 
precede  legislation. 

The  Right  to  Strike. 

Ltor  Underwood  offered  an  amendment  to 
asure  authorizing  the  Interstate  Commerce 
ission  to  fix  the  hours  of  labor  and  wages 
Iway  employes,  after  the  report  of  the 
commission  created  by  this  act  had  been 
His  proposal  did  not  include  any  authority 
rce  the  employes  or  restrain  them  from 
g  if  indisposed  to  accept  the  action  of  the 
ission,  but  it  was  voted  down  because  it 
iderstood  to  be  unacceptable  to  the  brother- 
hief  s,  and  on  the  ground  that  it  implied  an 


authority  in  the  government  to  make  men  work 
against  their  will.  It  is  difficult  to  see  how  the 
latter  view  can  be  seriously  urged.  There  is  no 
suggestion  that  men  should  be  compelled  to  con- 
tinue in  the  railway  service  if  they  desired  to 
quit  as  individuals  for  the  purpose  of  taking 
other  employment.  There  is  clearly  a  difference 
between  quitting  in  good  faith  for  this  reason, 
and  joining  in  a  conspiracy  to  quit  for  the  pur- 
pose of  stopping  traffic  and  forcing  an  advance 
of  wages.  It  is  the  same  difference  that  exists 
between  withholding  goods  from  market  because 
of  your  own  choice  you  do  not  wish  to  sell,  and 
joining  a  conspiracy  with  others  to  force  up 
prices.  The  latter  is  an  illegal  restraint  of  trade, 
and  effectively  punished. 

If  the  railways  were  owned  by  the  government 
would  the  employes  be  permitted  to  fix  their  own 
pay  and  strike  to  enforce  their  demand?  Would 
the  employes  of  the  postal  service  be  permitted 
to  do  so?  Either  proposition  is  absurd.  Places 
in  the  railway  service  and  in  the  mail  service 
should  be  regarded  as  positions  of  trust;  both 
services  are  vital  to  the  public,  and  nobody  should 
be  allowed  to  hold  them  and  take  advantage  of 
his  position  to  extort  something  that  an  impartial 
inquiry  would  not  award  on  the  merits  of  the  case. 
The  fact  that  employes  have  sought  and  obtained 
the  places  they  hold  does  not  vest  in  them  the 
right  either  to  fix  their  own  pay  or  to  suspend 
the  public  service.  The  rights  of  the  many  can- 
not be  sacrificed  to  favor  a  few. 

Public  Interests  Paramount. 

Employment  of  any  kind  that  in  the  language 
of  the  law  is  "affected  of  a  public  interest"  is  evi- 
dently on  a  different  basis  from  employment  in 
industries  not  so  recognized.  In  the  private  in- 
dustries great  liberty  is  given  to  employers  and 
employees  to  fight  out  their  differences.  One 
may  favor  the  policy  of  arbitration  in  the  private 
industries  without  approving  of  its  being  made 
compulsory,  for  the  public  interest  is  a  minor 
consideration  in  the  majority  of  such  cases,  and 
the  propriety  of  interference  is  questionable. 

But  the  public  has  a  right  to  maintain  services 
that  are  necessary  to  the  community  welfare,  and 
to  protect  itself  against  arbitrary  power  in  any 
hands.  The  courts  have  always  maintained  that 
right  against  capital  in  control  of  any  utility  or 
service.  The  railway  owners  have  had  to  bow  to 
this  authority,  and  the  public  has  an  equal  right 
to  say  by  law  that  railway  employes  shall  not 
conspire  to  stop  train  service.  The  fact  that 
the  railways  are  operated  under  private  owner- 
ship makes  no  difference  with  the  principle;  the 
public  has  an  interest  in  the  service  that  is  para- 
mount to  the  interest  of  either  owners  or  em- 
ployes. Investors  must  make  their  investments, 
and  employes  must  take  service,  with  full  knowl- 
edge that  the  public  interest  is  supreme.  When 
this  is  thoroughly  understood  this  situation  will 
not  be  repeated.     The   law   as  passed,   simply 


I 
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provides  for  a  commission  of  three  persons  to  in- 
vestigate the  effect  of  the-  eight  hour  standard 
work-day  upon  the  railways  and  report  its  find- 
ings to  the  President  and  Congress.  Pending  this 
report  the  railway  companies  are  required  to  pay 
the  present  ten  hour  wage  for  eight  hours,  but 
after  thirty  days  from  the  date  of  the  report  the 
law  expires  by  limitation  and  the  whole  subject 
will  be  open  to  controversy  again. 

The  Interests  of  Labor. 

It  is  greatly  to  be  regretted  that  organized 
labor  should  so  often  lay  itself  open  to  the 
criticism  of  taking  the  narrow  and  limited  view, 
and  of  obstructing  instead  of  promoting  indus- 
try. It  is  perhaps  a  natural  result  of  contro- 
versies with  individual  employers,  often  as  il- 
liberal and  limited  in  view  as  themselves,  that 
the  labor  leaders  should  come  to  assume  an  in- 
evitable class  conflict  between  employers  and 
wage-earners,  and  in  their  efforts  to  strengthen 
the  unions  preach  this  doctrine. 

With  the  desire  of  men  to  better  their  condi- 
tion, of  course,  no  fault  is  to  be  found ;  on  the 
contrary,  every  encouragement  and  stimulus 
should  be  given  to  it.  The  right  kind  of  efforts 
to  this  end  are  beneficial  to  the  whole  commu- 
nity, and  this  furnishes  the  correct  test  of  every 
effort  and  policy :  Is  it  consistent  with  the 
general  welfare?  No  class  of  people  can  make 
much  progress  by  policies  that  are  antagonistic 
to  the  community  as  a  whole,  and  certainly  the 
wage-earning  class  cannot  do  so,  for  outside  of 
agriculture,  the  wage-earning  class  includes 
the  larger  part  of  the  community. 

When  a  farmer  makes  a  study  of  the  soil  and 
the  science  of  breeding,  and  thereby  increases 
the  yield  of  his  farm,  he  enlarges  his  own  in- 
come, but  also  benefits  the  community,  and 
gains  of  this  character  are  always  welcome. 

The  fundamental  fault  of  the  labor  leaders 
is  in  thinking  of  the  wage-earners  as  a  class 
apart  from  the  community,  instead  of  as  being 
themselves  the  major  portion  of  the  commu- 
nity. They  lay  all  emphasis  upon  jobs  and 
w^ages,  and  apparently  forget  that  the  earning 
of  wages  is  only  one-half  the  process  of  getting 
the  necessaries  and  comforts  they  want  in  their 
homes;  the  other  half  is  in  disbursing  their 
wages  to  buy  these  things,  and  if  everything 
they  want  is  made  scarcer  and  dearer,  the  effect 
is  the  same  to  them  as  though  their  w^ages 
were  lowered.  The  effect  of  higher  production 
costs  and  higher  selling  prices  is  to  curtail  pur- 
chases and  lessen  the  demand  for  labor,  so 
that  the  scheme  of  restricting  production  is  a 
failure,  even  as  a  means  of  making  more  jobs. 
If  transportation  costs  are  made  higher  by  the 
wage  advances  granted  to  the  railway  train- 
men, the  burden  will  fall  on  the  general  public, 
and  be  paid,  for  the  most  part,  by  the  farmer 
and  wage-earner. 


There  was  some  talk  that  if  the  railway 
went  on  a  strike  they  would  be  support( 
the  Federation  of  Labor,  which  would  ca 
the  wage-earners  of  its  organization  i 
trades.  This  would  be  carrying  the  id 
class  conflict  to  an  extreme  where  its  fc 
would  be  apparent.  The  effect  would  1 
stop  the  production  and  distribution  of  g( 
but  for  whose  consumption  are  goods  pro( 
and  distributed?  It  is  certainly  not  chief 
the  357,515  persons  who  paid  income  taxe 
year  and  their  families.  They  would  i 
comparatively  slight  inconvenience.  It 
supply  the  wants  of  the  other  100,(X 
people,  and  chiefly  to  supply  the  wants  of 
who  depend  upon  their  weekly  earning; 
weekly  purchases,  that  the  vast  machine 
business  is  required.  No  attack  upon  tl 
ganization  by  which  the  necessaries  of  lil 
supplied  can  be  as  serious  to  the  small  j 
of  rich  people  as  it  is  to  the  great  body  ( 
people.  One  million  people  could  not  suf 
much  deprivation  as  one  hundred  millions 
if  their  resources  were  no  greater.  The  c 
tion  of  the  railways  is  not  so  important  1 
people  who  own  them  as  to  all  the  other  f 
of  the  community;  the  operation  of  the 
mines  is  not  so  important  to  the  owners 
the  consumers  of  fuel,  and  so  it  is  throuj 
industry — any  interruption  or  disableme: 
fects  the  great  body  of  consumers  more 
ously  than  the  OAvners. 

General  Eight  Hour  Day. 

The  eight-hour  day  must  be  considered 
same  light.  It  is  advocated  usually  as  i 
thing  to  be  conceded  by  employers,  but 
increases  the  cost  of  things,  the  increase  \a 
paid  by  the  entire  commimity  on  the  ba 
consumption.  If  the  hours  of  work  are 
reduced  in  all  town  and  city  employment: 
in  transportation,  unless  the  same  amor 
work  is  done  in  eight  hours,  more  peopi 
have  to  be  drawn  from  the  farms,  and  th( 
of  food  and  farm  products  will  be  high 
consequence.  We  take  the  following  e: 
from  the  letter  of  a  country  banker  in  an 
cultural  section,  dwelling  upon  this  poini 

The  first  requisite  for  society's  existence  is  foe 
I  believe  that  the  influences  which  I  have  mer 
have  so  raised  wages  as  to  attract  away  from  the 
so  much  human  energy  as  to  seriously  curtail  foo 
duction,  and  we  all  know  that  before  the  war  w( 
not  sparing  a  great  surplus  and  at  present  I  belie 
prospects  are  for  a  shortage  of  everything  but  1 
am  satisfied  that  people  in  the  cities  have  but 
knowledge  of  the  impossibility  of  obtaining  farm 
ers.  It  is  not  a  question  of  farmers  knowing  h 
increase  production,  it  is  simply  do  the  best  he  ca 
the  help  he  can  get. 

It  is  perfectly  idle  to  discuss  an  ecor 
question  from  a  purely  sentimental  poi 
view.    If  we  are  to  be  practical  we  must 
what  the  effects  of  a  proposed  action  wi 
When  the  eight-hour  day  comes  it  will  < 


lothing,  because  it  does  not  reduce  pro- 
)n,  or  it  will  cost  the  entire  community, 
ling  the  wage-earner,  to  the  extent  of  the 
ti  production,  and  in  the  latter  event  the 
vill  be  most  serious,  of  course,  to  people 
all  incomes. 

The  Sympathetic  Strike. 

only  is  it  impossible  for  the  wage-earners 
)arate  their  interests  from  those  of  the 
unity  as  a  whole,  but  it  is  unwise  for 

to  make  common  war  against  all  em- 
rs.  There  are  dififerent  kinds  of  em- 
's as  there  are  different  kinds  of  people 
vork  for  wages ;  in  fact  there  are  few  em- 
's who  have  not  been  wage-earners.  As 
:ter  of  justice  the  employer  who  is  dis- 

to  be  fair  is  entitled  to  be  dealt  with  ac- 
igly,  and  it  is  to  the  interest  of  wage- 
's in  the  long  run  that  an  employer  shall 
Dy  being  fair.  It  is  by  this  means  that 
2SS  will  be  made.  The  basis  of  civilized 
)  the  sanctity  of  agreements.  Modern 
sss  cannot  be  carried  on  without  recogni- 
if  this  principle.  The  business  man  who 
lot  conform  to  it  is  an  outlaw,  and  if  or- 
^d  labor  aspires  to  be  a  legitimate  and 

factor  in  the  life  of  the  country  it  must 


conform.  When  an  employer  enters  into  an 
agreement  with  his  employes  or  with  an  organ- 
ization which  represents  them,  which  is  to  gov- 
ern his  relations  with  them  for  a  specified  term, 
he  does  so  with  the  understanding  that  he  may 
go  on  and  make  contracts  based  upon  that 
agreement.  The  sympathy  strike,  under  which 
workmen  are  called  out  without  any  grievance 
against  their  own  employers,  and  in  violation 
of  a  contract,  is  destructive  of  all  orderly  and 
definite  relations  in  industry. 

Fear  of  Unemployment. 

No  one  can  make  a  study  of  the  attitude  of 
labor  organizations  toward  machinery  and  all 
changes  in  the  methods  of  production  which 
seem  to  dispense  with  labor,  without  recogniz- 
ing that  the  fear  of  unemployment  is  behind  it 
all,  and  this  anxiety  should  enlist  sympathetic 
consideration.  It  has  been  the  spectre  at  the 
workingman's  fireside  for  generations,  and 
planted  apprehensions  deeply  in  his  mind.  He 
sees  that  the  direct  and  immediate  effect  of  ma- 
chinery is  to  displace  labor,  and  he  hears  even 
experienced  and  presumably  well-informed  men 
talk  of  over-production.  It  is  not  strange  that 
he  should  fail  to  follow  the  new  influences  to 
their  ultimate  effects  or  that  he  should  rebel 
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against  sacrificing  immediate  interests  for  a 
general  good  which  he  is  unable  to  see.  It 
looks  to  him  as  though  greater  facilities  of 
production  made  the  wage-earner's  job  more 
precarious  and  piled  up  products  faster  than 
they  could  be  sold.  Nothing  else  would  accom- 
plish so  much  for  industry  as  the  dissipation 
of  this  idea,  and  nothing  will  do  so  much  to 
dissipate  it  as  steady  employment. 

^Over-production  is,  of  course,  possible  in 
particular  branches  of  industry,  but  unbalanced 
production  is  a  better  term  for  such  a  sit- 
uation. If  all  the  farmers  would  set  to  work 
to  grow  nothing  but  wheat  there  would  be  too 
much  wheat  for  the  market  in  one  year.  If  in  a 
shoe  factory  too  many  men  were  set  to  making 
heels  there  would  be  an  over-production  of 
heels,  and  that  department  would  have  to 
slow  down  until  the  other  departments  caught 
up.  There  are  inevitably  many  such  unbal- 
anced situations  in  an  industrial  society  where 
every  man  has  the  liberty  to  choose  his  own 
employment  and  hunt  work  where  he  pleases. 
It  is  a  rough  adjustment  at  best,  but  it  is  pos- 
sible that  there  may  be  a  greater  degree  of  co- 
operation for  the  support  of  industry  than  has 
been  given  in  the  past.  The  development  of 
strong  industrial  units  and  of  a  well  organized 
banking  system  are  favorable  to  such  efforts. 
The  recovery  from  the  panic  of  1907  was  more 
rapid  than  from  any  previous  panic  of  like 
severity  chiefly  because  the  financial  resources 
of  the  country  were  greater.  One  of  the  rea- 
sons long  argued  for  reform  in  our  banking 
system  was  this,  that  it  would  do  much  to  pro- 
tect the  country  from  the  extremes  of  credit 
inflation,  unbalanced  development,  and  conse- 
quent depression.  The  necessary  expenditures 
for  public  improvements  in  this  country  are 
now  an  important  factor  in  industry,  and  these 
may  be  wisely  planned  to  help  in  maintaining 
the  industrial  balance.  There  is  wanted  a  defi- 
nite constructive  policy  to  this  end,  in  which 
the  public  authorities,  the  various  branches  of 
industry  and  the  investment  forces  of  the  coun- 
try shall  be  co-ordinated.  It  is  a  large  under- 
taking, but  once  the  purpose  is  formed,  the  or- 
ganization to  accomplish  it  will  develop. 
Every  period  of  reaction  and  depression  is  the 
result  of  industry  becoming  unbalanced,  and 
when  this  occurs  every  branch  of  industry  and 


every  kind  of  business  suffers.  There  is  a 
work  to  be  done,  both  at  home  and  al 
which  will  afford  business  for  every  Am* 
industry  and  employment  for  every  Am* 
worker,  if  the  organization  can  be  form 
handle  it,  and  there  can  be  a  good  underi 
ing  of  how  mutual  interests  are  served. 

Will  Labor  Co-operate  After  the  War. 

In  the  present  condition  of  the  marke 
labor  organizations  are  able  to  force  man; 
cessions  which  appear  to  come  from  empi 
but  they  get  them  because  the  employe; 
able  to  add  the  cost  to  the  price  of  the  pn 
The  scarcity  of  labor  and  the  demand  for 
the  world  over  creates  this  temporary  situ 
Since  the  general  cost  of  living  has  risen 
is  justification  for  the  claim  of  the  indi^ 
wage-earner  that  his  wages  should  1: 
creased,  although  every  advance  contribu 
carry  the  movement  further.  A  scare 
goods  can  never  be  made  up  to  everybo 
rising  prices ;  the  only,  way  a  scarcity  c 
actually  met  is  by  a  reduction  of  consum 

What  gives  the  greatest  concern,  howe^ 
those  who  look  to  the  future  and  endea 
plan  for  industry  after  these  abnormal  con( 
are  past,  is  the  fact  that  in  many  instances 
leaders  are  openly  declaring  that  they  no 
intend  to  make  the  most  of  the  present  sit 
to  gain  concessions,  but  they  intend  to 
no  counter  concessions  hereafter.  Wha' 
get  now  they  intend  to  hold.  This,  of  cou 
upon  the  theory  that  they  are  getting  thes 
cessions  from  the  employers,  while  in  fa 
cost  is  being  borne  by  the  public,  including 
selves.  When  the  war  is  over,  and  the  r 
the  armies  return  to  work,  and  instead  of  ] 
a  great  market  for  our  goods  abroad  w 
ourselves  unable  to  sell  abroad  because  our 
are  too  high,  the  problem  of  how  to  keep  ou 
and  shops  running  will  be  one  in  which  th( 
organizations  are  vitally  interested.  An 
gent  observer  has  only  to  look  at  the  figu 
our  monthly  exports  to  see  how  much  of  th 
duction  of  our  factories  is  going  abroad 
present  time.  The  war  supplies  go  regardl 
price,  but  that  will  not  be  true  of  peace 
The  situation  will  call  for  intelligent  co-ope 
by  employers  and  wage-earners;  both  are 
ested  in  avoiding  a  slump  of  industry  and  a 
period  of  unemployment. 
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Economic  Condition 
Governmental  Financ 
United  States  Securitie 


General  Business  Conditions. 

THE  chief  feature  of  the  past  month 
has  been  the  rise  of  prices,  particu- 
larly in  agricultural  products,  based 
upon  a  confirmation  of  earlier  reports 
concerning  the  crops.  There  is  no  es- 
cape from  the  unpleasant  fact  that  this  country 
and  the  whole  world  are  entering  upon  a  year 
of  scarcity,  and  of  probably  the  highest  prices 
for  food  products  experienced  by  the  present 
generation.  It  is,  of  course,  something  to  be 
deplored  from  every  viewpoint,  and  cannot  but 
be  an  unfavorable  factor  in  the  business  situa- 
tion until  relief  is  afforded  by  a  more  abundant 
yield  of  the  common  necessities.  The  vast 
machinery  of  the  industrial  and  business  world 
is  too  complicated  to  allow  of  ready  adaptation 
throughout  to  these  sudden  changes  in  the  cost 
of  living,  and  they  inevitably  inflict  much  hard- 
ship upon  individuals  and  occasion  no  little 
industrial  derangement. 

The  Wheat  Crop. 

The  government's  October  estimate  upon 
the  year's  production  of  wheat  in  the  United 
States  was  607,577,000  bushels,  which  com- 
pares with  a  final  estimate  of  1,011,505,000 
bushels  in  1915.  Furthermore,  the  government 
estimates  the  average  weight  of  this  crop  at 
51.4  lbs.  per  measured  bushel,  against  57.5  last 
year,  the  lighest  in  years.  This  is  calculated  to 
be  equivalent  to  a  further  reduction  of  about 
60,000,000  bushels.  The  Canadian  wheat  crop 
is  officially  estimated  at  159,123,000,  as  com- 
pared with  370,303,600  in  1915.  Moreover,  the 
work  of  threshing  the  crop  has  been  delayed  by 
a  shortage  of  labor,  and  latest  reports  say  that 
much  of  it  is  still  standing  in  the  shock  and 
covered  with  snow,  a  condition  which  may  re- 
sult in  serious  loss.  Last  year's  big  Canadian 
crop  has  moved  out  and  the  visible  supply 
there  is  now  below  that  of  a  year  ago.  The 
world  situation  is  worse  than  a  month  ago  by 
reason  of  a  continuance  of  the  drought  in  Ar- 
gentina, where  the  crop  seems  to  have  met  with 
disaster,  and  unfavorable  news  of  the  yield  in 
both  France  and  Italy.  The  Australian  crop  is 
promising  well,  and  that  country  has  reserves 
from  last  year.  The  Indian  crop  also  will  give 
a  surplus  for  export,  but  altogether  the  world's 


New  York,  Novembhi 

wheat  crop  is  about  25  per  cent,  belc 
year's,  and  the  prospect  is  that  every  a^ 
bushel  will  be  wanted  to  meet  normal  coi 
tion,  leaving  practically  nothing  to  be 
over. 

The  situation  would  be  materially  ali 
the  Russian  surplus  could  be  brought  c 
the  state  of  war  in  the  Balkans  does  i 
courage  this  expectation.  The  British  { 
ment  has  undertaken  to  make  all  purcha 
only  for  home  consumption  but  for  Frai 
Italy,  and  to  supply  ships  for  transportat 
is  expected  that  the  Canadian  crop  will  t 
mandeered,  but  probably  not  until  Briti: 
chases  have  been  completed  in  this  c< 
Wheat  for  December  delivery  at  Chica 
sold  up  to  $1.90  per  bushel,  the  highes 
since  the  Civil  War,  and  then  the  price 
depreciated  paper  currency. 

Other  Food  Supplies. 

The  situation  is  aggravated  by  the  fa 
there  is  no  compensating  abundance  in 
the  other  food  crops.  Corn  gives  < 
moderate  yield,  oats  are  a  fair  crop,  p* 
are  distinctly  short,  and  the  vegetabl 
fruits  used  for  canning  are  all  in  short  i 
Corn  bids  fair  to  sell  in  the  Middle  West 
extraordinary  price  of  $1  per  bushel,  ai 
will  be  reflected  in  the  price  of  meats.  A 
reports  from  the  live  stock  markets  sa 
few  well  finished  beeves  are  being  receiv 
requires  courage  for  a  farmer  to  put 
upon  cattle  with  corn  worth  above  80  cei 
bushel.  The  hog  crop  seems  to  be  goc 
the  provision  market  is  kept  up  by  high 
corn  and  a  great  European  demand,  i 
informed  Chicago  writer  says : 

The  amount  of  meats  that  have  been  shii 
Belgium  since  the  Belgium  Relief  Commissi 
been  establishes  is  enormous  and  forecasts 
period  of  big  trade  from  Europe  during  an 
the  war  is  over  and  there  is  no  doubt  tha 
prices  for  all  kinds  of  hog  product  will  prei 
a  long  time  and  the  stocks  of  very  cheap 
which  existed  two  or  three  years  ago  are  now 
the  question. 

Butter,  eggs  and  meats  are  moving  fro 
country  through  Canada  to  Great  Brit 


lantities,  and  to  a  great  extent  in  pur- 
with  contracts  made  last  summer. 

Materials  For  Manufactures. 

laterials  for  manufactures  have  also  been 
ig  under  the  extraordinary  demand, 
with  a  short  yield  of  such  as  are  pro- 
rom  the  soil.  Cotton  has  touched  20 
r  pound  within  the  last  week,  the  high- 
price  ever  known  in  this  country,  if  cer- 
nered  deliveries  be  excepted.  The  crop 
short  by  floods. 

is  another  scarce  article,  due  to  the 
is  consumption   for  the  armies  and  the 

embargo.  American  manufacturers 
;n  buying  heavily  of  late  in  Argentina  at 
i  cents  per  pound  and  upwards  for  qual- 

cost  about  20  cents  before  the  war. 
freight  charges  make  an  even  greater 
:e  in  final  cost  at  the  mills.  The  de- 
or  woolen  and  cotton  goods  continues 
but  it  is  too  early  to  say  how  the  retail 
will  take  to  goods  made  upon  the  basis 
nt  costs. 

:otton  mill  operatives  at  Fall  River  have 
lother  advance  of  ten  per  cent,  in  wages, 
he  managers  have  declined  to  grant  at 

alleging   that  many  of   them   are   still 

upon  contracts  taken  at  lower  prices, 
t  more  time  should  be  allowed  to  lapse 
nother  increase  is  considered, 
ron  and  steel  industry  is  becoming  seri- 
nbarrassed  by  a  shortage  of  coke  and 
2  to  a  shortage  of  labor  and  of  cars.    The 

situation  is  becoming  tighter,  and  with 
easing  consumption  it  looks  as  though 
laces  might  not  be  able  to  take  care  of 
and.  Stocks  have  worked  low  and  prices 
nger  with  some  talk  that  there  may  be  a 
of  ore  another  season, 
icarcity  of  labor  and  high  wages  paid  in 
istrial  districts  of  the  north  has  caused 
ierable  movement  of  negro  laborers  from 
hern  states,  with  some  embarrassment  to 
es  in  that  section. 

;  is  nothing  in  current  conditions  to  indi- 
early  change  in  the  industrial  situation, 
ment  is  full,  wages  are  advancing,  the 
ural  districts  are  very  prosperous,  and 
roads  have  more  business  than  they  can 
handle.  There  is  much  that  is  abnormal 
satisfactory    in    the    situation,    but    the 

of  production  and  consumption  is  un- 
nted,  and  will  doubtless  continue  on  this 
bile  the  war  lasts.  While  it  is  true  that 
ame  of  our  foreign  trade  is  but  a  small 
age  of  our  domestic  trade  it  is  evident 
;  former  is  at  this  time  a  tremendous  f ac- 
he latter.  Our  exports  for  the  last  four 
have  been  running  at  the  rate  of  $6,000,- 
per  year. 

money  market  is  controlled  by  the  im- 
)ns  of  gold,  ana  no  material  change  in 


rates  is  to  be  expected  while  they  continue  on  the 
present  scale. 

Bond  and  Stock  Market  for  October. 

The  second  secured  gold  loan  by  the  United 
Kingdom  of  Great  Britain  and  Ireland  in  the 
United  States,  has  been  brought  out  more 
quickly  after  the  first  than  was  anticipated,  ow- 
ing to  conditions  which  we  discuss  elsewhere. 
This  loan  is  for  $300,000,000  at  5>^%,  one  half 
maturing  in  three  years  and  one  half  in  five 
years.  The  three  year  maturity  has  been  pub- 
licly offered  at  99^/4  yielding  about  5.75%  and 
the  longer  maturing  at  98^^  yielding  about 
5.85%.  The  loan  is  secured  by  deposit  of  $360,- 
000,000  market  value  of  securities  of  which 
one  half  consists  of  United  States  Government 
corporation  issues  including  those  of  the  Cana- 
dian Pacific  Railway  and  of  the  Canadian  Gov- 
ernment. The  balance  of  the  collateral  is  com- 
posed of  dividend  paying  British  Railway  Com- 
pany obligations  and  government  securities  of 
British  dominions,  South  America  governments, 
Cuba,  Japan,  Egypt  and  India.  The  principal 
and  interest  of  the  loan  is  payable  in  New  York 
in  U.  S.  gold  or  at  the  option  of  the  holder  in 
London  in  sterling  at  the  fixed  rate  of  $4.86^ 
per  £.  The  notes  are  free  from  any  British 
taxes  present  or  future.  The  offering  was  made 
by  a  large  syndicate  and  the  issue  has  been  very 
well  received. 

New  borrowings  by  domestic  corporations  are 
light,  a  fact  that  is  accounted  for  in  part  by  the 
accumulation  of  large  cash  balances  through 
good  earnings.  The  supply  of  our  own  high 
grade  securities  is  therefore  decreasing  in  com- 
parison with  the  demand.  This  condition  has 
helped  the  sale  in  this  country  of  foreign  loans 
which  offer  high  yields  for  such  a  class  of  se- 
curities. Some  of  these  issues  are  collaterally  se- 
cured, as  the  current  British  loan.  Others 
provide  opportimities  for  profits  in  exchange, 
while  others  are  plain  general  credit  govern- 
ment obligations.  As  has  been  previously  point- 
ed out  in  these  columns,  our  sales  in  merchan- 
dise, food  stuffs,  etc.,  to  foreign  nations  have 
now  reached  such  an  unprecedented  magnitude 
that  we  cannot  expect  payments  to  be  made  in 
gold  and  general  imports. 

Other  foreign  loans  announced  during  Octo- 
ber, outside  of  commercial  credits,  include 
$7,500,000  to  the  Brazilian  Traction,  Light  and 
Power  Company,  $5,500,000  to  the  City  of  Sao 
Paulo,  Brazil,  and  $2,000,000  to  the  City  of 
Dublin,  Ireland. 

Southern  Railway  Development  4s  have  been 
active  at  advancing  prices,  due  to  a  proposition 
submitted  to  the  bondholders  to  exchange  their 
present  bonds  for  a  new  4^%  refunding  and 
improvement  bond.  The  stockholders  are  to 
vote  upon  the  issue  of  the  new  Refunding  and 
Improvement  mortagage  under  which  future 
bonds  may  be  issued  from  time  to  time  at  vary- 


ing  rates  of  interest  as  the  bond  market  may- 
require,  but  in  no  event  to  exceed  6%. 

Chesapeake  and  Ohio  Convertible  5s  have  ad- 
vanced to  around  97>^  reflecting  the  good  earn- 
ings .of  the  company. 

The  whole  bond  market  continues  very  active. 
Sales  on  the  Stock  Exchange  for  the  month  of 
October  to  the  close  of  business  on  the  28th 
amount  to  $132,864,500,  a  daily  average  of 
$5,776,000  compared  with  $3,885,800  in  Septem- 
ber and  $3,359,000  in  August.  Total  sales  for 
the  year  to  the  28th  amount  to  $918,787,450 
which  is  more  than  $200,000,000  above  the  sales 
for  the  same  period  in  1915.  Dealings  in  for- 
eign government  issues  such  as  the  Anglo- 
French  5s,  American  Foreign  Securities  5s, 
United  Kingdom  of  Great  Britain  and  Ireland 
5s  and  Russian  Government  6j^s  continue  to 
form  a  large  percentage  of  the  total  bond  sales. 
The  activity  in  the  bond  market  has  been  accom- 
panied by  an  advance  in  prices.  The  average 
price  of  forty  listed  bonds,  as  compiled  by  the 
Wall  Street  Journal  October  28th,  was  95.11 
compared  with  94.50  October  2nd  and  93.77 
September  1st. 

The  directors  of  the  New  York  Central  Rail- 
road Company  have  authorized  the  sale  of  250,- 
000  shares  of  treasury  stock  of  the  Company. 
The  stock  will  be  offered  to  stockholders  at  par 
to  the  extent  of  ten  per  cent,  of  their  holdings. 
It  is  an  encouraging  sign  in  the  railroad  situa- 
tion that  the  New  York  Central  is  able  to  provide 
for  new  capital  requirements  from  the  owners 
of  the  property  rather  than  from  the  creditors. 

The  stock  market  continues  very  active  but 
more  irregular  than  during  the  previous  month. 
The  market  has  experienced  sharp  breaks  espe- 
cially in  certain  industrial  issues  whose  future 
is  more  or  less  closely  connected  with  the  con- 
tinuance of  the  war.  The  general  level  of  prices 
remained  practically  tlie  same  at  the  close  of 
business  October  28th  as  at  the  beginning  of 
the  month. 

The  Influx  of  Gold. 


The  continuance  of  gold  importations  on  a 
large  scale  has  been  the  most  important  fact  of 
the  month  in  finance.  The  British  Chancellor 
of  the  Exchequer  stated  in  the  House  of  Com- 
mons recently  that  the  purchases  of  the  British 
government  in  America  were  running  at  the 
rate  of  $10,000,000  per  day,  and  while  they  con- 
tinue at  this  rate  it  is  evident  that  gold  must 
come  forward  unless  loans  are  made  here  upon 
a  scale  even  larger  than  in  the  past.  Gold  ar- 
rivals from  Canada  during  the  past  month 
amounted  to  about  $75,000,000  and  the  net^  in- 
crease in  the  country's  gold  holdings  since 
January  1,  1916,  has  been  approximately  $400,- 
000,000. 

It  requires  no  profound  knowledge  of  eco- 
nomics to  understand  that  these  extraordinary 
additions  to  the  bank  reserves  of  the  country 


are  undesirable.  They  are  not  requii 
carry  on  the  normal  business  of  the  C( 
and  if  they  arc  used  as  the  basis  of  ere 
debt  expansion  will  be  of  dangerous  j 
tions. 

The  quantitative  theory  of  money,  or 
feet  of  changes  in  the  supply  of  mone 
credit  upon  prices,  is  a  subject  of  never 
debate  among  economists,  but  the  contr 
is  largely  over  imaginary  differences.  T 
creasing  bank  reserves  support  and  enc 
an  expansion  of  credit  will  scarcely  be 
tioned,  and  that  this  expansion  of  credit 
the  creation  and  use  of  additional  pure 
power  is  an  equally  familiar  fact.  The  c 
is  doing  business  at  this  time  under  con 
which,  superficially  considered,  are  cal( 
to  encourage  people  to  go  into  debt, 
is  easy,  and  interest  rates  are  low,  wh 
profits  of  business  are  unusually  large, 
is  temptation  to  borrow  money  to  bi 
stocks  of  companies  that  are  making  pi 
enal  earnings  and  to  enlarge  industries 
are  making  such  earnings.  There  is  a  d 
for  goods  which  scarcely  stops  at  pric 
with  money  easy  and  cheap  there  is  i 
ment  to  increase  the  output;  but  every  z 
to  do  so  means  further  demand  for  lab 
materials,  and  thus  tends  to  put  our 
industrial  system  upon  a  higher  level  of 
Similarly,  the  high  prices  for  farm  pi 
will  naturally  encourage  farmers  to  1 
money  to  buy  more  land. 

Fortunately,  the  whole  country  has  bee 
far  profoundly  impressed  by  the  tern 
character  of  this  prosperity,  and  extreme] 
tious  in  its  operations.  The  periodical  sc 
the  stock  market  have  had  a  wholesoi 
fluence  there,  and  it  is  not  easy  to  sho 
there  has  been  undue  expansion  of  indui 
indebtedness  up  to  this  time,  but  as  long  ; 
ditions  remain  so  favorable,  the  danger  ' 
present.  If  the  new  supplies  of  gold 
be  helpfully  used,  and  may  be  harmfully 
they  had  better  not  be  in  the  country  at  al 

Foreign  Loans. 

This  view  has  prompted  bankers  tc 
favorably  upon  foreign  loans  and  to  encour; 
ferings  in  this  market  as  fast  as  they  ( 
properly  absorbed.  They  serve  the  doubl 
pose  of  facilitating  foreign  purchases  of  2 
can  commodities,  and  of  reducing  currer 
importations.  While  it  is  inevitable  th 
latter  will  be  very  large,  the  loans  wil 
them  in  check  and  take  up,  in  part  at  lea 
new  lending  power  which  they  create. 

While  thus  serving  a  useful  part  in  pi 
ing  an  undue  expansion  of  credit  in  this 
try,  the  loans  will  also  answer  to  meet  de 
upon  us  for  gold  in  the  period  of  readju 
which  will  follow  the  war.  It  is  reco 
that    we    are    receiving    far    more    thai 


>f  the  world's  gold,  according  to  any  nor- 
jtribution  and  that  when  the  war  is  over 
uences  will  work  for  a  re-distribution, 
^o  on  receiving  gold,  and  it  enters  into 
the  basis  of  credit,  it  will  work  mischief 
ways :  First,  it  will,  as  described  above, 
)  elevate  the  level  of  costs  upon  which 
ustries  are  based  above  the  level  in  other 
les,  thus  making  it  impracticable  for  us 
abroad  and  bringing  about,  eventually, 
ivorable  trade  balance  ;  second,  when  the 
i  of  payments  is  against  us,  gold  will  go 
mpelling  a  contraction  of  credits,  which 
'  involves  severe  losses  and  a  prolonged 
of  depression. 

will  go  out,  also  for  another  reason,  to- 
nth  the  rest  of  the  world  sufifering 
)ital,  and  for  gold  to  support  credit,  and 
Dsts  upon  a  relatively  high  basis  in  the 

States,  the  inducements  for  the  use  of 
:an  capital  abroad  will  be  very  strong, 
-t,  the  international  situation  is  bound  to 
lack  into  the  normal  equilibrium, 
owever,  instead  of  taking  payment  alto- 
in  gold  and  our  own  securities,  we  pro- 
rt  pay  in  loans  running  two  or  three  years, 
oans  as  they  expire  will  create  offsets 
lal  demands  upon  us,  and  thus  avert  the 
ement  of  financial  conditions  which  must 
"rom  heavy  withdrawals  of  gold  from  our 
;s.  They  have  the  same  effect  as  if  an 
imount  of  imported  gold  was  impounded 
r-marked  for  exportation  later, 
calculate  that,  including  the  British  loan 
ncluded,  the  total  of  all  loans  to  the  bel- 
t  governments  placed  in  the  United 
since  the  outbreak  of  the  war  is  $1,778,- 
),  and  adding  the  loans  to  Canadian 
ces  and  cities,  which  amount  to  $185,- 
)  and  $8,200,000  for  the  London  water- 

and  City  of  Dublin  loans,  the  total  is 
800,000.  Of  these,  however,  $156,400,000 
latured  and  been  paid  off,  leaving  the  net 
t  of  public  loans  to  the  belligerent  nations  at 
400,000.  Besides  these,  there  are  $156,- 
^  in  loans  which  have  been  made  in  the 
period  to  Latin  America  and  other  neu- 
Lintries.    The  recapitulation  is  as  follows : 

c  Loans  to  Bellig:erent  Countries,  Including 
Provinces  and  Municipalities. 

Britain $   858.400.000 

656.200.000 

117.200,000 

2.S,000.000 

ion  of  Canada 120.000.000 

an  Provinces  and  Municipalities  185.000,000 

ny 20,000,000 

tal $1,981 ,800.000 

mt.  paid  off 156,400,000 

$1,825,400,000 

America   117,457,637 

1  European  Countries  and  China         39,000,000 

:t  total  foreign  loans  now  out- 
standing    $1,981,857,637 


Federal  Reserve  Notes  in  Member  Bank 
Reserves. 


We  have  not  been  surprised  to  receive  pro- 
tests from  quarters  entitled  to  the  uthiost  respect 
against  our  comments  of  last  month  favoring 
the  use  of  Federal  Reserve  notes  in  member 
bank  reserves,  but  we  have  received  nothing 
which  presents  a  new  view  of  the  subject.  The 
comments  of  the  Bulletin  were  written  without 
knowledge  that  Mr.  Warburg,  of  the  Federal 
Reserve  Board  was  about  to  deal  with  the  same 
subject  before  the  American  Bankers  Conven- 
tion at  Kansas  City,  which  he  did  in  a  manner 
so  comprehensive  and  convincing  as  to  leave 
little  further  to  be  said. 

Nevertheless,  this  continuing  dissipation  of 
our  gold  resources  in  face  of  the  fact  that  before 
long  we  may  have  need  of  them  within  reach, 
is  so  serious  a  matter  that  frequent  repetition  of 
the  facts  is  desirable.  The  Federal  reserve  sys- 
tem will  not  be  adequately  prepared  for  adverse 
conditions  until  a  much  larger  proportion  of  the 
gold  stock  of  the  country  is  within  its  control. 

We  are  receiving  gold  in  enormous  amounts. 
The  movement  is  abnormal,  and  the  more  we  re- 
ceive the  more  certain  it  is  that  there  will  be  a 
return  movement  after  the  war.  Common  pru- 
dence requires  that  we  look  forward  to  the  ne- 
cessity of  providing  gold  for  this  outward  move- 
ment. 

Since  the  beginning  of  the  year  1916,  the 
Federal  reserve  banks  have  had  an  increase  in 
their  deposits  from  $415,012,000  to  $581,900,000 
and  this  has  occasioned  an  increase  in  their  gold 
holdings  from  $344,963,000  to  $397,979,000. 
Besides  this,  by  diligent  efforts,  but  necessarily 
by  roundabout  and  inconvenient  methods,  they 
have  succeeded  in  increasing  the  amount  in  the 
hands  of  the  reserve  agents  from  $139,940,000 
to  $219,502,000.  The  total  gain  of  gold  in  the  re- 
serve banks  and  with  the  reserve  agents  has  been 
$132,578,000,  while  the  increase  in  the  country's 
stock  has  been  approximately  $400,000,000.  Of 
course  the  free  gold  holdings,  i.  e.,  the  amount 
over  and  above  required  reserves  against  notes 
and  deposits,  and  which  could  be  released  for  ex- 
portation without  bringing  the  reserve  banks  be- 
low their  required  reserves,  is  very  much  less. 
These  figures  show  that  the  reserve  system  is 
lacking  in  adequate  powers  to  attract  and  con- 
serve the  gold  reserves  of  the  country.  With  lit- 
erally a  tidal  wave  of  gold  entering  the  country 
and  sure  to  recede  later,  the  reserve  system, 
which  should  be  gathering  it  in,  is  obtaining  a 
relatively  small  portion  of  it. 

Moreover,  the  Federal  Reserve  Bank  of  New 
York  will  have  to  take  the  brunt^  of  the  de- 
mands for  export,  and  although  It  has  been 
putting  forth  special  efforts  to  hold  some  of  the 
gold  that  has  been  streaming  past  its  doorS  and 
through  its  vaults,  its  stock  has  increased  since 
December  30,  1915,  only  from  $258,265,000  to 


I 


$260,028,000  including  the  holdings  of  the  re- 
serve agent. 

The  total  stock  of  gold  coin  and  bullion  in  the 
United  States  is  approximately  $2,700,000,000, 
and  in  comparison  with  this  the  amount  held  by 
the  reserve  banks  is  disappointingly  small. 
Clearly  there  is  something  the  matter  with  a 
"reserve"  system  which  does  not  accumulate  re- 
serves under  such  favorable  conditions  against 
the  time  of  stress  when  reserves  will  be  required. 

Possible  Demands  Upon  the  Reserve  Banks. 

Mr.  Warburg  has  expressed  the  opinion  that 
the  reserve  banks  ought  to  be  able  to  lose  $300,- 
000,000  to  $500,000,000  of  gold  and  still  have 
$200,000,000  to  $300,000,000  of  free  gold  against 
which  additional  notes  could  be  issued  if  domes- 
tic conditions  required  them.  This  opinion 
should  appeal  to  every  prudent  banker.  The 
amount  of  Aldrich-Vreeland  notes  issued  in  1914 
was  approximately  $384,000,000,  and  a  mxuch 
larger  amount  might  be  required  if  a  really 
critical  situation  developed  in  the  United  States. 
Mr.  Warburg  showed  that  the  additional  lend- 
ing power  of  all  the  Federal  reserve  banks,  upon 
their  present  gold  reserves,  at  an  outside  esti- 
mate, scarcely  exceeds  $560,000,000.  But  if  they 
should  lose  $200,000,000  of  gold  by  exportation 
their  lending  capacity  would  be  reduced  by  prac- 
tically $500,000,000. 

The  effectiveness  of  the  reserve  system  de- 
pends upon  universal  confidence  in  its  ability  to 
meet  any  situation  that  may  possibly  develop. 
The  present  gold  reserves  are  not  large  enough 
to  inspire  this  confidence.  There  should  be  no 
speculation  or  guess  work  about  it.  The  coun- 
try and  the  world  should  be  able  to  see  not  only 
that  there  was  gold  enough  in  the  reserve  banks 
to  meet  any  possible  export  movement,  but  to 
support  any  probable  domestic  demand  for  the 
notes. 

It  is  said  in  reply  to  these  representations  that 
the  Clearing  House  banks  of  New  York  have 
taken  care  of  gold  exports  in  the  past  and  can 
do  so  again.  But  the  Federal  Reserve  banks 
have  assumed  responsibility  for  these  reserves 
and  on  the  strength  of  their  supposed  resources 
the  required  reserves  of  the  member  banks  in 
the  Central  reserve  cities  have  been  reduced  to 
18%.  Moreover  large  withdrawals  of  gold 
from  the  Clearing  House  banks  will  compel  a 
much  larger  contraction  of  loans,  and  one  of  the 
principal  reasons  for  establishing  the  Federal 
Reserve  system  was  to  avoid  this  drastic  neces- 
sity. Finally,  the  whole  scheme  of  requiring 
the  New  York  banks  to  supply  the  gold  for  an 
export  movement  resulting  from  international 
conditions  broke  down  in  1914.  The  New  York 
banks  were  obliged  at  that  time  to  decline  to 
supply  gold  to  pay  the  debts  of  the  whole 
United  States,  and  their  position  was  so  far 
justified  and  accepted  by  the  banks  of 
the  interior  that  the  latter  joined  in  con- 
tributing to  a  gold  exchange  fund.     Fortun- 


ately the  international  situation  change 
afterward,  so  that  the  gold  fund  was  us^ 
in  part,  but  the  weakness  of  having  r 
necessities  depend  upon  voluntary  co 
tions  was  sufficiently  evident.  It  would 
irreparably  damage  the  prestige  of  th 
eral  Reserve  system  to  have  the  reserve 
fail  to  meet  a  situation  or  be  obliged  to 
voluntary  contributions. 

How  to  Concentrate  Our  Qold  Holdlnj 

It  is  a  familiar  fact  that  gold  certifies 
now  an  important  part  of  the  currency 
country.  They  are  largely  in  the  pock 
hoards  of  the  people,  and  passing  from  ] 
hand.  They  appear  in  all  cash  payment* 
size.  The  national  bank  statement  of  Ju 
shows  that  of  the  $1,414,000,000  at  th 
outstanding  only  $324,824,000  were  held 
tional  banks;  the  remainder  were  ir 
banks  and  in  use  as  the  common  med 
exchange.  That  this  is  an  ineffective  us 
country's  gold  stock  seems  to  be  so  cle; 
require  no  argument.  The  notes  of  the  ' 
reserve  banks  would  answer  this  j 
equally  well,  and  if  the  gold  was  turned 
the  reserve  banks  they  would  be  imr 
strengthened  for  the  task  they  have  to  p 

For  example,  on  October  1st  the 
States  Treasury  held  approximately  : 
000,000  of  gold  against  an  equal  amount 
certificates  outstanding.  If  these  gold 
cates  were  gathered  into  the  reserve  b; 
exchange  for  the  reserve  notes,  these 
would  be  able,  if  necessary,  to  release 
000,000  of  gold  for  export  and  still  hav 
serve  of  sixty  per  cent,  against  their  ou 
ing  notes,  and  these  changes  might  tak 
without  affecting  the  amount  of  curre 
circulation  or  disturbing  domestic  credil 
doubtedly,  if  such  an  export  moveme 
under  way,  it  would  be  the  part  of  prudence 
reserve  banks  to  advance  their  discoun 
and  for  member  banks  to  encourage  a  re( 
of  loans,  but  it  is  evident  that  with  g 
serves  of  such  magnitude  the  reserve  r 
sues  would  serve  as  a  buffer  to  prot( 
country  from  a  violent  contraction  of 
Under  ordinary  conditions  the  gold  hold 
the  reserve  banks  should  be  above  eigl 
cent. 

Government  Should  Cease  Issuing  Qol 
Certificates. 

The  United  States  Treasury  now 
naturally  into  possession  of  practically 
gold  produced  in  the  country  or  import 
it.  Producers  and  importers  sell  to  the 
or  assay  offices  and  receive  their  pay  i 
certificates  or  drafts  on  the  Treasury, 
issue  of  gold  certificates  should  ceas 
where  paper  money  is  wanted  reserve 
notes  should  be  used,  but  of  course  the  i 
notes  must  be  made  to  serve  every  p 


the  gold  certificates  now  serve,  including 
)ank  reserves.  If  this  was  done  the  gold 
ion  and  importations  would  naturally 
late  in  the  reserve  banks,  and  the  out- 
g  gold  certificates  would  gradually  find 
ay  to  the  same  resting  place,  with  the 
hat  the  country's  stock  of  gold,  instead 
ig  scattered  and  unavailable,  would  be 
rated  and  in  the  highest  degree  effective 
protection  of  our  banking  system. 

Established  Policy  Elsewhere. 

e  would  be  nothing  new  or  experimental 
policy.  It  would  be  simply  adopting 
Timon  practice  of  Europe.  In  every 
of  Europe  gold  importations  go  di- 
nto  the  Central  Bank,  in  exchange  for 
;s,  just  as  in  this  country  they  go  to 
jasury  in  exchange  for  gold  certificates, 
/er  paper  money  is  preferred  to  metallic 
for  common  use,  the  institution  which 
the  paper  money  comes  naturally  into 
on  of  the  gold  stock,  provided  its  notes 
^iceable  for  every  purpose.  This  is  the 
roughout  Europe;  the  notes  of  the  Cen- 
nk  are  used  as  till  money  by  tlie  other 
and  the  latter  are  not  required  to  carry 
er  reserves. 

is  vastly  more  serviceable  in  the  vaults 
)te-issuing  bank  than  in  circulation,  and 
n  outward  movement  is  necessary  and 
List  be  found  to  pay  the  foreign  obliga- 
le  central  bank  is  able  to  supply  it  with 
)t  possible  disturbance  to  financial  con- 

lave  heretofore  called  attention   to  the 

of  the  governments   of  Europe  in  this 

crisis,  when  each  nation  is  under  pres- 

make  the  most  of  its  resources,  in  ap- 

to  the  people  to  turn  over  their  holdings 

coin  to  the  central  banks  and  receive 

1  exchange.     In  our  federal  reserve  sys- 

have  failed  to  afford  even  the  ordinary 

s    by    which    paper    currency    may    be 

)  the  people  in  exchange  for  gold. 

An  Unreasoning  Conservatism. 

►bjection  offered  to  making  reserve  notes 

the  reserves  of  member  banks  is  that  it 
be   pyramiding   credit,   but   a   moment's 

will  show  that  it  is  impossible  to  give 
sticity  to  the  currency  supply  except  as 
may  be  expanded  and  contracted.  A 
c  currency  system,  while  providing  ade- 
estrictions  upon  the  use  of  credit,  recog- 
lat  credit  may  be  safely  used,  and  must 
d  if  the  supply  of  currency  is  to  be 
I   to    changing   business    conditions.      In 

the  power  to  regulate  the  currency  sup- 
bested  with  the  Central  Bank,  but  in  this 
'  it  has  been  vested  in  the  Federal  Re- 
Banks  and  Board.      Evidently  it  would 

safe  to  allow  thousands  of  national 
to  issue  notes  in  their  own  discretion, 


and  to  use  each  other's  notes  as  reserves.    That 

would  be  pyramiding  credit  in  a  dangerous 
manner.  But  to  allow  the  Federal  reserve 
banks,  as  public  institutions  under  the  super- 
vision of  the  Federal  Reserve  Board,  to  issue 
notes  in  their  discretion,  has  been  agreed 
to  be  not  a  dangerous  exercise  of  power, 
and  for  the  same  reason  it  is  not  danger- 
ous to  allow  their  notes  to  be  used  as  the 
reserves  of  the  member  banks.  The  exchange 
of  reserve  notes  for  gold  or  gold  certificates 
involves  in  itself  no  inflation,  for  it  does 
not  increase  the  supply  of  money  in  cir- 
culation. It  would  simply  strengthen  the  po- 
sition of  the  Federal  reserve  banks  to  deal  with 
unusual  conditions.  With  a  normal  reserve  of 
75  to  90  per  cent.,  gold,  they  would  be  able 
either  to  increase  the  issue  of  notes  for  domes- 
tic use  or  release  gold  for  the  foreign  ex- 
changes, 01*  do  both  at  once,  with  the  minimum 
of  disturbance  to  the  domestic  credit  situation. 
The  danger  of  inflation  lies  wholly  in  an  un- 
Vv^ise  use  of  power  by  the  reserve  banks  and  the 
reserve  board,  but  they  have  been  established 
for  the  very  purpose  of  acting  as  the  custodians 
of  unusual  powers.  If  they  cannot  be  trusted 
with  powers  necessary  to  the  service  devolving 
upon  them  the  incompetency  of  the  whole  plan 
must  be  admitted. 

The  Supply  of  "Jobs.^' 

In  a  recent  number  of  this  publication  the 
statement  was  made  that  shorter  train  runs  on 
the  railways  would  necessarily  increase  the 
number  of  men  required  in  the  transportation 
service,  and  compel  a  corresponding  with- 
drawal of  men  from  the  productive  industries. 
The  idea  that  anybody  should  be  disturbed 
over  this  effect  strikes  the  editor  of  a  news- 
paper in  one  of  the  leading  cities  of  the  middle 
west  as  most  amusing.  Commenting  upon  it 
he  says: 

"But  it  sure  does  take  a  New  York  bank  to  father 
the  proposition  that  the  creation  of  more  jobs  means 
national  calamity." 

The  fact  that  this  paragraph  should  appear 
as  editorial  comment  in  a  newspaper  of  large 
circulation  indicates  how  widespread  is  the 
view  that  the  number  of  jobs  is  more  impor- 
tant than  the  volume  of  product.  This  writer 
seemingly  would  not  understand  how  there 
could  be  any  advantage  in  accomplishing  a 
given  amount  of  work  with  six  men  if  twelve 
men  could  be  employed  upon  it.  Nowhere,  in 
his  opinion,  outside  of  a  New  York  bank,  could 
anybody  be  found  who  would  deliberately  sac- 
rifice six  jobs  in  this  manner.  Presumably  he 
has  seen  no  advantage  to  the  public  in  the  vast 
expenditures  that  have  been  made  to  improve 
the  road  beds  and  increase  the  motive  and 
carrying  power  of  trains.  Indeed,  it  may  be 
wondered  whether  he  sees  any  advantage  in 
having  railways  at  all,  for  it  would  require  a 
great  many  more  men  to  transport  the  freight 


of  the  country  in  wheelbarrows.  What  a  glori- 
ous country  for  "jobs"  China  must  be,  where 
they  have  practically  no  labor-saving  machin- 
ery. 

This  idea  that  jobs  are  of  more  importance 
than  product,  and  that  the  chief  problem  of 
society  is  to  provide  everybody  with  a  job,  in- 
stead of  to  increase  the  supply  of  food,  clothing 
and  other  desirable  things,  would  be  ridiculous 
if  it  was  not  so  prevalent  and  so  serious  an  ob- 
stacle to  industrial  progress. 

There  is  a  scarcity  today  of  wheat,  corn,  po- 
tatoes, meats,  cotton  and  wool.  They  are  all 
bringing  almost  fabulous  prices,  but  the  prices 
cannot  increase  the  supply,  except  as  they  may 
check  the  movement  of  young  men  away  from 
the  farms  into  railroading  and  other  occupa- 
tions. Wages  in  the  cities  can  never  advance 
fast  enough  to  keep  pace  with  the  cost  of  liv- 
ing, if  the  movement  from  farm  to  city  con- 
tinues. There  is  a  shortage  of  labor  on  the 
farms.  It  is  made  up  in  part  by  the  use  of 
labor-saving  machinery,  and  what  a  depressing 
loss  of  jobs  there  was  when  the  self-binder  en- 
tered the  grain  fields ! 

In  the  last  analysis  what  is  wanted  it  not 
more  jobs,  but  more  things:  more  grain,  more 
meat,  more  potatoes,  more  materials  for  cloth- 
ing, more  materials  for  houses,  larger  and 
better  houses,  more  comforts  in  the  houses, 
etc.,  etc.,  and  there  is  no  hope  of  supplying 
these  wants  except  by  more  efficient  industry. 
Instead  of  making  each  job  occupy  as  many 
workers  as  possible,  we  want  each  man's  work 
to  be  as  productive  as  possible.  If  this  idea,  of 
the  public  interest  in  the  multiplication  of  pro- 
ducts, instead  of  the  multiplication  of  jobs, 
could  be  made  dominant,  industry  would  be 
revolutionized.  The  high  cost  of  living  would 
come  tumbling  down  and  the  problem  how  we 
can  keep  our  factories  running  after  the  war 
would  be  solved. 

We  make  no  argument  against  the  principle 
of  the  eight-hour  day.  We  have  said  that  the 
proper  length  of  the  working  day  is  not  neces- 
sarily the  same  in  all  industries;  it  depends 
upon  the  character  of  the  work,  and  is  some- 
thing to  be  determined  by  experience  and  by 
fair  negotiations.  If,  as  may  be  true  in  many 
instances,  the  average  production  is  not  re- 
duced by  cutting  down  the  workday  to  eight 
hours,  then  there  is  no  room  for  argument 
about  it.  If,  however,  the  amount  of  product, 
or  of  service,  is  curtailed,  as  must  be  the  case 
with  trainmen  under  the  Adamson  law,  then 
the  cost  is  bound  to  fall  upon  the  rest  of  the 
community,  and  the  question  of  its  propriety 
becomes  a  fair  subject  of  inquiry.  Eight  hours 
a  day  for  a  few,  fixed  by  law,  and  the  cost 
charged  up  to  thousands  who  work  longer 
hours  for  smaller  pay  cannot  be  regarded  as  a 
measure  of  justice  or  progress. 


Warehouse  Facilities. 

We  have  had  occasion  to  note  from  1 
time  with  satisfaction  the  progress  that 
ing  made  in  various  sections  of  the  coui 
providing  improved  warehouse  facilities 
storage  of  agricultural  and  other  stapl 
ducts  moving  in  commerce.  This  progn 
been  important  in  the  last  five  years  a 
pecially  so  in  the  last  two  years.  The 
ence  of  1914,  when  the  natural  movem 
the  cotton  crop  was  interrupted  by  th 
gave  a  stimulus  to  the  movement  in  the 
ern  states,  but  the  example  of  and  the  I 
derived  from  the  modern  terminal  ware 
which  are  now  in  operation  at  several 
have  given  the  chief  impetus.  The  adv« 
of  a  public  market  where  these  modern 
ties  are  offered  are  so  evident  that  n 
which  aspires  to  be  a  central  marketing 
can  hope  to  hold  its  own  in  the  riva 
markets  unless  it  provides  modern  ace 
dations  for  the  business  it  invites.  The 
products  of  the  farms  and  orchards  are  ; 
most  part  gathered  in  short  seasons, 
and  poultry  products  and  meats  come  fn 
producers  throughout  the  year,  but  ever 
are  offered  more  heavily  at  some  season 
others.  Fruits,  grains,  cotton  and  wool 
from  the  producers  in  short  seasons  anc 
be  stored  and  carried  by  somebody  for 
bution  throughout  the  year.  It  must  1 
mitted  that  we  have  been  backward  i 
country  in  making  proper  provision  fc 
storage.  It  is  one  of  the  signs  of  an  ad 
community,  one  of  evidences  of  civilizat 
have  secure  and  substantial  provision 
public  character  for  taking  care  of  these 
sities  in  a  prudent,  economical  manner, 
first  place  it  is  important  that  there  si 
protection  from  the  weather,  in  the 
place  that  there  shall  be  protection  froi 
third,  that  there  shall  be  responsible  ci 
so  that  money  may  safely  be  loaned  ( 
commodity,  and  finally  that  there  shall  b 
nomical  means  of  handling.  There  is  no 
class  of  security  so  desirable  for  bank  lo 
receipts  for  this  class  of  merchandise  sto 
first  class  public  warehouses. 

Memphis  was  one  of  the  first  cities  t 
off  in  this  respect,  the  warehouses  of  the 
phis  Terminal  Corporation  having  been  c 
in  1913.     The  plant  of  this  Corporation 
an  area  of  one  hundred  and  seventy  acres, 
buildings   are   of    concrete,   equipped   wit 
most  extensive  sprinkler  system  in  the 
and  served  by  ten  miles  of   terminal   ra 
An    overhead    mono-rail    system,    built 
slight  incline,  enables  one  man  and  a  m 
move  4,000  bales  of  cotton  an  average  di 
of  one-half  mile,  daily.    This  is  said  to  be 
to  the  work  of   100  men,   100  mules  an 
drays    under    former    conditions,    when    ^ 
was  carted  to  and  from  storage  houses. 


•f  fire  is  reduced  to  the  minimum,  the 
t  insurance  rates  are  obtained,  and  the 
ts  of  the  Terminal  Corporation  are  as 
lass  collateral  for  loans, 
•ther  splendid  warehousing  and  terminal 
1  is  under  development  at  New  Orleans, 
ystem  is  constructed  and  operated  by  the 

of  Commissioners  of  the  Port  of  New 
IS,  a  public  body  created  under  the  laws 
lisiana.  The  plant  occupies  frontage  on 
Lssissippi  river,  near  the  heart  of  the  city, 
eludes  concrete  and  steel  warehouses,  a 
1  bushel  grain  elevator,  wharf  houses,  at 
both  river  and  ocean  steamers  may  load 
iload,  twenty  miles  of  railroad  yards  with 
e  capacity  for  2,000  cars,  and  a  belt  line 
way  giving  connection  with  all  the  main 
)f  railway  entering  the  city.  Here  is  a 
te  co-ordination  of  all  the  agencies  of 
ortation,  with  ample  capacity  for  storage 
mplete  facilities  for  handling.  Runways 
anes  connect  every  part  of  the  structure, 
impresses  reduce  cotton  in  transit  to  the 
St  bulk,  securing  the  lowest  freight  and 
Qce  rates.  All  weighers,  inspectors  and 
ITS  of  cotton  are  appointed  by  the  New 
IS  Cotton  Exchange  and  represent  that 

The  total  public  investment  in  this  sys- 

approximately  $5,000,000.  Before  the 
s  were  adopted  the  latest  terminals  in 
^ork,  Philadelphia,  Boston,  Liverpool, 
n,  Havre,  Hamburg  and  other  ports 
tudied.  Work  was  begun  early  in  1915, 
portion  of  the  terminal  is  now  in  use. 
an   is  to  provide  not   only  for  the  stor- 

our  outgoing  commodities  like  cotton 
ain,  but  for  coffee,  jute,  sisal  and  other 
rd  package  commodities. 

Port  of  Seattle  is  a  municipal  district 
I  by  the  legislature  of  the  State  of  Wash- 
,  under  the  management  of  a  Board  of 
issioners,  and  this  Board  has  constructed 
913  six  public  terminals,  including  tran- 
ds,  wharves,  storage  warehouses,  grain 
rs,  etc.,  fully  equipped  with  all  service 
tus  at  a  cost  of  $6,000,000.  They  are  of 
odern  fireproof  type,  and  fortunately 
artly  completed  in  time  to  accommodate 
3od  of  trans-Pacific  freight  moving 
h  Seattle  to  Vladivostock,  and  return 
s  from  the  Orient.  A  seven-story  con- 
convertible  fruit  warehouse  and  cold 
t,  capacity  800  cars  and  the  fresh  fish 
orage  plant,  2,000,000  pounds  capacity, 
iring  completion.  The  last  report  of  the 
ission  says  that  the  warehouses  have 
)ractically   filled   as   fast   as   completed, 

peculiar  appeal  being  fair  charges; 
te  protection  to  goods ;  efficient  service ; 
n  from  partiality  as  to  railroads,  steam- 
transfer  men,  or  shippers ;  and  the  speed 
w  cost  of  interchange  of  commodities 
splendid  physical  arrangements  and  lat- 
idling  devices.    For  instance,  salmon  to 


the  value  of  over  six  million  dollars  has  been 
handled  in  the  present  season  at  two  public 
terminals.'' 

We  have  heretofore  referred  to  the  new 
Candler  warehouses  at  Atlanta,  which  are  of 
the  most  approved  type  and  already  represent 
an  investment  of  $1,000,000,  with  plans  for  ex- 
tensions. This  location  is  in  the  heart  of  a 
great  cotton-producing  district,  and  is  bound 
to  be  of  great  value  to  the  producers  in  provid- 
ing a  safe,  cheap  place  of  storage,  which  can 
be  used  by  them  and  by  local  dealers.  With 
such  accommodations  the  South  will  be  able  to 
withhold  its  cotton  crop  from  the  market  in 
the  crowded  fall  season,  and  sell  it  during  the 
year  as  it  is  wanted  by  the  consumers.  The 
presence  of  such  public  accommodations,  at  a 
low  charge  will  have  a  tendency  to  steady  the 
price,  and  will  give  assurance  to  the  producer 
that  he  has  the  benefit  of  the  best  possible  faci- 
lities. Cotton  held  back  from  market  in  the 
past  has  usually  been  carried  either  in  country 
sheds  at  the  risk  of  danger  from  the  weather 
or  of  destruction  by  fire,  or  in  private  ware- 
houses that  bore  a  high  insurance  rate.  It  is 
only  two  years  ago  that  cotton  was  selling  at 
six  cents  per  pound  in  the  Southern  States 
while  now  it  is  approximately  three  times  that 
price.  Such  fluctuations  are  not  likely  to  occur 
with  proper  warehouse  accommodations. 

Several  of  the  Southern  states  within  the  last 
two  years  have  passed  acts  providing  for 
bonded  public  warehouses,  and  the  last  appro- 
priation act  passed  by  Congress  for  the  support 
of  the  Department  of  Agriculture  at  Wash- 
ington, creates  a  system  of  warehouse  license 
and  inspection  under  that  department.  The 
licensee  is  required  to  give  bond  in  such  terms 
and  conditions  as  the  Secretary  of  Agriculture 
may  prescribe,  including  the  requirements  of 
fire  insurance,  for  the  protection  of  those  de- 
positing commodities  in  his  care. 

All  of  these  provisions  help  to  perfect  the 
organization  and  equipment  by  which  commo- 
dities a:re  moved  from  producers  to  consumers, 
reduce  the  risks  and  cost,  and  therefore  are  to 
be  welcomed. 

Railway  Wages  in  Great  Britain. 

While  the  controversy  over  wages  of  train- 
men was  pending  in  this  country  a  dispute 
involving  the  wages  of  all  railway  employes 
was  under  discussion  in  Great  Britain,  and  was 
settled  by  a  compromise  a  few  weeks  later. 
The  railways  of  Great  Britain  are  being  oper- 
ated under  government  control,  the  govern- 
ment having  taken  them  over  soon  after  the 
outbreak  of  the  war,  under  a  certain  guaranty 
of  net  returns  to  the  companies,  based  upon 
net  earnings  in  previous  years.  Whatever  the 
government  makes  out  of  the  traffic  in  excess 
of  the  guaranty  will  belong  to  the  Treasury, 
and  if  the  earnings  fall  short  of  the  guaranty 


i 


the  Treasury  will  be  out  by  that  amount.  In 
October,  1915,  the  National  Union  of  Railway 
Employes,  through  its  officials,  entered  into  an 
agreement  with  the  government  by  which  it 
agreed,  in  consideration  of  a  bonus  grant  of 
five  shilHngs  per  week  to  each  employe,  to 
make  no  further  demands  during  the  period  of 
the  war.  Of  late,  however,  the  union  officials 
have  represented  that  they  were  compelled  by 
dissatisfaction  among  the  members  of  the  or- 
ganization, growing  put  of  the  rise  of  living 
expenses  and  wage  advances  in  other  indus- 
tries, to  demand  a  further  bonus  of  ten  shillings 
per  week.  To  avert  a  strike,  the  date  for 
which  had  been  fixed,  the  government  finally 
compromised  upon  another  advance  of  five 
shillings  per  week  all  around. 

The  London  Times  gives  the  following 
schedule  of  weekly  wages,  exclusive  of  the  war 
bonuses,  upon  one  of  the  leading  roads,  which 
is  said  to  be  typical  of  wages  upon  lines  run- 
ning into  London. 

£  s.  d.  £     s.  d. 

Signalman   2  9  0  Stower   2    2  0 

Passenger  guard.  2  3  7  Goods  porter 1  16  0 

Goods  guard  ....  2  1  8  Engineman    3     0  8 

Shunter    2  0  0  Fireman  2    0  3 

Porter    1  8  0  Ganger   2    8  0 

Carman    1  16  8  Platelayer    1  12  0 

The  Times  adds : 

These  figures  apply  to  stations  in  London.  It  has 
also  to  be  remembered  that  certain  grades  of  railway- 
men  are  supplied  with  clothing  and  that  porters  and 
some  other  grades  add  to  their  earnings  by  tips. 

The  Problem  of  High  Prices. 

One  of  the  causes  of  dissatisfaction  among 
the  railway  employes,  and  it  has  been  continu- 
ally voiced  in  labor  circles  in  England,  has 
been  the  failure  of  the  government  to  adopt  a 
more  comprehensive  policy  for  the  control  of 
prices.  The  government  took  over  the  hand- 
ling of  all  sugar  and  frozen  meat  importations 
early  in  the  war,  made  extensive  purchases  of 
foreign  wheat,  and  commandeered  the  neces- 
sary ships  to  carry  its  purchases,  but  it  held 
back  from  an  extension  of  the  policy,  undoubt- 
edly from  doubt  of  its  ability  to  help  the  situa- 
tion by  further  interference.  More  recently, 
and  since  the  situation  as  to  the  American  and 
Canadian  crops  were  more  clearly  developed, 
it.  has  taken  over  all  the  stocks  of  grain  and 
flour  in  the  United  Kingdom,  and  assumed  the 
entire  charge  of  importations  and  distribution 
to  retailers. 

The  government  has  explained  over  and  over 
that  the  fundamental  cause  of  the  high  prices 
is  the  war,  that  the  effects  of  the  war  were  be- 
yond any  power  the  government  could  exercise, 
but  that  it  was  giving  the  most  earnest  atten- 
tion to  the  subject,  and  would  go  further  when- 
ever it  could  see  any  advantage  in  doing  so. 

Criticism  is  inevitable  under  such  conditions. 
High   prices   for   food   and   other  necessaries 


always  arouse  resentment,  for  they  are  u 
attributed  to  manipulation,  and  a  great  a 
of  misinformed  and  sensational  writing  i 
to  satisfy  the  public  interest.  The  sit 
has  been  one  of  the  most  difficult  with 
the  British  government  has  had  to  de 
considerable  portion  of  the  public  has 
ently  believed  that  it  was  exploited  an 
the  government  was  indifferent  to  the 
tion.  Certainly  the  latter  assumption  is  v 
and  since  the  rise  of  prices  has  occuri 
over  the  world  there  is  every  reason  to  1 
that  it  resulted  from  natural  causes  an 
beyond  control. 

A  Committee  on  Prices. 

In  June  last  a  committee  was  appoin 
the  government  to  conduct  an  inquiry  up 
cost  of  living  and  make  recommend 
Twelve  members  were  appointed,  sev( 
whom  were  members  of  Parliament  and 
were  people  of  reputation  as  economist! 
social  workers.  This  committee  repor 
September  29th.  It  found  that  retail  pr 
British  meat  on  September  1,  1916,  av 
about  eleven  cents  per  pound  above  the 
level,  and  that  on  an  average  the  cost  ( 
in  cities  of  over  50,000  population  was 
cent,  above  the  level  of  before  the  war. 
ing,  including  shoes,  is  from  50  to  75  pe 
higher.  Taking  into  account  food,  rent, 
ing,  fuel,  light  and  miscellaneous  expen 
the  committee  accepts  the  estimate  th 
average  increase  in  the  cost  of  living 
working  classes  is  about  45  per  cent.  Tl 
committee  finds,  is  much  more  than  th( 
age  increase  of  the  rate  of  wages,  althc 
does  not  take  into  account  the  incre^ 
earnings  which  have  resulted  from  j 
regularity  of  employment,  overtime,  su 
tion  of  piece  work  for  time  work,  anc 
factors  which  have  tended  to  increase  e* 
quite  apart  from  the  increase  in  rates. 

The  committee  finds,  what  everybody 
that  the  costs  of  production  and  of  doin 
ness  have  increased  all  around.  It  dc 
find  that,  generally  speaking,  the  impor 
distributors  of  food  have  made  unusual 
but  it  does  find  that  home  agriculture  ha 
ited  by  the  war,  and  the  most  radical  ir 
proposed,  signed  however,  by  only  a  mi 
is  that  the  government  should  not  only 
its  purchases  abroad  but  should  reguh 
prices  of  home  production.  The  Con 
unanimously  recommend — 

The  speeding  up  of  mercantile  shipbuilding.^ 
The  extension  of  the  restrictions  on  the  imp 

of  superfluities. 
The    development   of   the    Government    meat-i 

policy. 
The  imposition  of  conditions  on  merchants  and 

of  Government  bought  meat  to  secure  sale  at 

able  prices. 
The  voluntary  institution  of  one  meatless  day  i 


powering  of  local  authorities  to  open  munici- 
iilk,    meat,    bacon    and   other    foodstuff    shops, 
retailers  are  taking  excessive  profits, 
ision  by  employers  and  public  bodies  of  their 
lis  in  favour  of  the  lower-paid  workers. 

tig  the  facts  of  interest  developed  by  the 
on  vi^as  this:  that  the  food  consumption 
British  soldier,  whether  at  home  or  at 
it  v^as  about  one  and  one-half  times  that 
an  in  civilian  life.  The  consumption  of 
^  including  shoes  is  also  much  greater, 
the  armies  of  the  continental  countries 
*ease  over  normal  is  believed  by  British 
:ies  to  be  even  greater, 
iie  outbreak  of  the  war  a  four-pound 
bread  in  London  sold  at  5i^  pence,  and 
Is  at  9  pence.  Of  this  advance  about  1 
IS  accounted  for  by  the  increased  freight 
on  wheat;  the  remainder,  21/2  pence,  or 
livalent  of  five  cents  a  loaf  above  the 
price  of  11  cents,  seems  to  be  accounted 
the  rise  of  about  fifty  per  cent,  in  the 
:  wheat  in  this  country, 
a  surprising  fact  that  bread  at  4%  cents 
and  is  cheaper  today  in  London,  not- 
iding  the  high  freights,  than  in  any 
ty  of  the  United  States,  and  it  is  some- 
)  be  considered  in  connection  with  our 
n  to  compete  effectively  in  world  mar- 


kets. Retail  distribution  generally  costs  more 
in  this  country  than  abroad  because  of  higher 
wages  and  more  complete  service,  but  it  is  a 
weakness  in  our  industrial  situation.  It  is  a 
matter  of  national  importance  that  food  shall 
be  made  as  cheap  in  the  United  States  as  it  Is 
anywhere. 

Supply  and  Price. 

The  Prime  Minister,  Mr.  Asquith,  in  reply  to 
a  delegation  which  had  urged  more  extensive 
action  to  control  prices,  said  that  while  high 
prices  were  to  be  deplored,  an  actual  shortage 
of  food  in  the  country  would  be  still  more  seri- 
ous. If  there  was  a  reduced  supply  of  food 
stuffs  in  world  markets  the  most  important 
thing  for  England  was  to  be  assured  of  an 
ample  supply  of  its  necessities  and  it  could  not 
do  this  by  regulating  prices  below  world 
prices. 

When  there  is  an  actual  reduction  of  the 
supply  below  normal  it  is  evident  that  con- 
sumption must  be  reduced.  If  the  normal  con- 
sumption of  wheat  is  five  bushel  per  capita, 
and  the  available  supply  is  reduced  to  four 
bushels  per  capita,  no  increase  of  wages  can  be 
made  that  will  enable  everybody  to  have  the 
normal  portion  of  wheat.     Either  the  govern- 


ATEMENT  OF  RESOURCES  AND  LIABILITIES  OF  EACH  OF  THE  TWELVE  FEDERAL 
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(In  Thousands  of  Dollars) 


SOURCES 

and  certif's.  Set- 
md.  Cr.  Balances 

ement  Fund 

emptionFund... 

Boston 

9,764 

15,225 

5 

N.Y. 

164,189 
13,758 

250 

Phila. 

19,443 

1,891 

50 

Clev'd 

15,736 

11,953 

69 

Rich'd 

4,395 

18,615 

212 

Atlanta 

4.183 

2,455 

220 

Chicago 

26,396 

22,658 

200 

St.  Louis 

5,003 

6,281 

70 

M'npl's 

5937 

4,954 

30 

Kas.City 

4.101 

11,617 

117 

Dallas    S.Fr'sco 

3,582  !     11.272 

10,344  1       2,836 

158  1           10 
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1,391 
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21,384 
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380 
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36 

14.084 
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61 
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9,976 

il  Reserves 

25,696 
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21,828 

28,876 

23,299 

7,238 

49,739 

12,410 

11.137 

15.871 

14,254  1     14,179 

407,955 

Jtion  fund-F.  R. 
3tes 

471 
10,410 

1.092 
24,545 

357 
12,417 

355 

6,812 

3,758 
1,826 

3,020 
3,807 

2.942 
6.460 

2,397 
5,444 

2,533 
3.038 

370 

798 
2.213 

50 

3,173 
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235 

8,403 
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ounted,  Members 

ial  paper 

at  in  open  market 

21,131 
86,085 

a  bills  on  hand.. 

10,881 

25  637 

12,774 

7,167 

5.584 

6,827 

9,402 

7.841 

5  571 

3.011 

3,883 

8,638 

107.216(c) 

ntU.  S.  Bonds... 
U.S.Treas.  notes 
[Warrants 

2.132 
1,000 
3,738 

1,413 
1,205 
7,636 

2,176 
1,174 
3,280 

5,737 

718 

4,611 

523 

1,070 
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1,210 
824 
291 

7,436 
1,517 
3.795 
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2,870 
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9,152 

22.150 

12,509 
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14,793 
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77 
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395 

1,299 
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33.197(b) 
3,708 

resources 
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46.116 

232,154 

43.353 

49,610 
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20,583 

83,181 

31,589 

24,266 

32,531 

23,664 

33,127 

651,136 
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5,024 

1.668 

39,257 

167 

11,909 

4,178 

216,042 

25 

5,224 
3.919 
34,074 
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5,994 
1,399 

42,217 

3,340 
3,904 
19  649 
3,924 

145 

2,479 
3,487 
12.228 
2,352 

37 

6.679 
2,453 
74,049 

2,794 

2,646 

23,693 

2.456 

2,605 
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20,663 

3,044 

826 

26.599 

1,031 

1,031 

2,690 

1,826 

16.945 

2,203 . 

3,921 

2,678 

26,502 

26 

55,703 
29,982 
551,918 
ll,966(a) 

1,031 
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)eposits.  net 

eserve  Notes-net 
eserve  Bank 

X  circulation 

her  F.  R.  Banks 
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536 

I  ABILITIES 

46,116 

232,154 

43.353 

49  610 

30.962 

20.583 

83.181 

31,589 

24,266 

32,531 

23,664 

33,127 

651,136 

al  Reserve  notes  in  circulation  214,622 

er  deducUon  of  items  in  transit  b«?tween  Federal  Reserve  Banks.  33.197,  the  Gold  Reserve  against  Net  deposit  and  note  Liabilities 

,•  „  ♦  and  the  cash  reserve  is  72.8;«.    Cash  Reserve  agrainst  net  deposit  and  note  liabilities  after  setting  aside  40^  Gold  Reserve 

inst  net  liabihties  on  Federal  Reserve  Notes  in  circulation  73.5^. 

.unties  of  bills  discounted  and  loans:  within  10  days,  16,808;  to  30  days,  20.513 ;  to  60  days,  39.062;  other  maturities.  30,833;  Total: 


nient  must  take  charge  of  the  supply  and  ap- 
portion it,  or  there  must  be  voluntary  abstin- 
ence, or  consumption  must  be  curtailed  by  ris- 
ing prices.  The  first  proposition  is  a  very 
difficult  one  to  carry  out,  the  second  is  too  un- 
certain in  results,  the  third  is  automatic.  As 
prices  rise  a  direct  inducement  is  offered  every 
consumer  to  practice  economy  and  resort  to 
substitutes.  It  is  therefore  in  the  public  inter- 
est that  when  a  real  scarcity  occurs  prices  shall 
rise  promptly,  so  that  the  policy  of  economy 
and  of  substitution  shall  begin  as  early  as  there 
is  evidence  of  a  necessity  for  it. 

American  Prices. 

When  it  v^as  known  that  disaster  had  come 
upon  the  spring  wheat  crop  of  the  United 
States  and  that  this  country's  total  yield  of 
wheat  for  1916  was  about  forty  per  cent,  less 
than  in  1915,  the  price  began  to  rise,  and  much 
v/as  said  in  British  newspapers  about  the  Am- 
erican wheat  ring,  and  the  heartless  speculators 
v/ho  were  putting  up  the  price  of  food  while 
other  people  were  battling  for  human  liberty, 
etc.  In  this  country  also  there  have  been 
numerous  comments  to  the  effect  that  at  least 
no  scarcity  was  imminent,  and  therefore  no 
excuse  for  so  great  a  rise  at  this  time.  But 
in  any  country  where  people  exercise  or- 
dinary foresight  prices  will  go  up  on  a 
shortage.  In  the  first  place  the  farmer  who 
harvests  six  or  eight  bushels  to  the  acre  where 
he  expected  to  get  fifteen  or  twenty  has  a  fair 
claim  to  a  higher  price,  and  it  would  certainly 
be  an  injustice  to  him  to  have  the  price  rise 
after  the  grain  had  left  his  hands.  A  prompt 
rise  of  price,  such  as  occurred  this  year,  gives 
the  benefit  where  it  ought  to  go,  viz. :  to  the 
farmer  in  compensation  for  a  short  crop. 
Moreover,  if  the  shortage  is  recognized  im- 
mediately, and  the  rise  takes  place  at  the  be- 
ginning of  the  crop  year,  the  supply  will  be 
made  to  go  further,  by  means  of  economies  and 


substitutions  and  the  average  price  for  th( 
will  probably  be  lower  than  if  the  situat 
not  understood  until  later. 

Finally  there  is  always  to  be  considere 
effect  of  the  price,  and  of  any  interference 
natural  prices,  upon  the  farmer  and  upc 
policy  in  the  future.  The  farmer  take 
chances  with  the  seasons,  and  has  his 
years  and  his  bad  years;  his  competiti 
with  the  whole  world,  and  the  chance  of 
ordinary  remuneration  is  not  large.  Ai 
tempt  to  arbitrarily  restrict  the  prices  ( 
products  is  likely  not  only  to  be  resente 
to  influence  his  production  of  those  part 
products  afterward.  There  was  serious  t 
this  country  of  placing  an  embargo  upc 
exportation  of  wheat  of  the  1914  crop, 
was  not  done,  and  as  a  result  of  good  pric 
farmers  raised  in  1915  the  largest  crop 
grown  in  this  country,  and  the  price  fell 
above  $1.60  per  bushel  to  about  $1.  per  b 

The  American  meat  packers  come  in 
larly  for  their  share  of  condemnation  f< 
tortionate  prices.  They  are  used  to  it,  fo 
have  it  at  home,  as  well  as  from  abroad. 
time  there  is  a  rise  in  meats  an  outcry  gc 
against  them  from  consumers,  and  whe 
there  is  a  decline  an  outcry  comes  froi 
producers.  The  wonder  is,  if  they  have 
complete  control  of  markets,  that  the  pri 
meats  ever  decline  or  the  prices  of  animal 
rise.  Moreover,  the  moderation  of  their  ] 
under  such  circumstances  is  truly  remar 
Thus  the  average  profit  of  Swift  &  Co., 
its  entire  sales  of  over  $600,000,000  in  the 
year  closed  in  September  last  was  2.8  pei 
This  is  the  result  of  a  business  which  no 
enjoys  the  advantages  of  all  markets,  s 
large  sums  of  money  borrowed  at  low 
but  which  has  developed  to  the  highes 
sible  degree  the  utilization  of  by-produ 
the  manufacture  of  various  commercial  a 
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has  established  offices  in  many  leading  cities  of  the  country. 
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You  are  invited  to  correspond  with  the  nearest 
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General  Business  Conditions. 

THE  marked  feature  of  the  past  month 
has  been  the  rise  of  wages,  raw  ma- 
terials and  food  products,  placing  the 
industries  of  the  country  upon  a  still 
higher  level  of  costs,  and,  of  course, 
accompanied  by  higher  prices  for  all  goods.  Per- 
haps it  would  be  more  accurate  to  place  the 
incessant  demand  for  finished  goods  first  in 
order,  as  the  cause  of  all  the  other  phenomena, 
but  the  influences  act  and  react  upon  each  other. 
The  essential  fact  is  that  the  pressure  for  goods 
of  all  kinds  is  greater  than  ever  before  known, 
that  all  the  means  of  production  are  crowded  to 
the  limit,  and  that  there  are  not  enough  goods  to 
go  around.  Under  these  conditions  there  is  prob- 
ably an  extra  demand,  as  there  was  for  a  time 
last  spring,  due  to  apprehensions  that  supplies 
will  be  short  and  prices  still  higher  in  the  future. 
This  was  evidently  the  case  for  a  time  in  the 
coal  situation,  which  has  since  eased  noticeably, 
although  there  is  still  anxiety  about  the  supply, 
on  account  of  the  car  shortage  rather  than  a 
shortage  of  coal  at  the  mines. 

The  newspapers  are  filled  with  resolutions  of 
denunciation  and  demands  for  investigations, 
with  little  recognition  of  the  fact  that  there  is 
no  remedy  for  a  scarcity  except  by  eliminating  a 
portion  of  the  demand ;  and,  that  short  of  an  of- 
ficial regulation  of  consumption,  such  as  has 
been  adopted  in  Europe,  there  is  no  way  of  re- 
ducing consumption  or  of  shifting  it  to  sub- 
stitutes, but  by  the  influence  of  higher  prices. 
They  should  serve  an  economic  purpose  by  com- 
pelling more  careful  use,  a  study  of  substitutes, 
and  by  giving  a  stimulus  to  production  in  the 
future.  Unfortunately  it  is  true  that  this  remedy 
is  harder  upon  those  who  are  forced  to  econ- 
omize than  upon  those  who  are  able  to  buy  what 
they  want  at  any  price;  but  any  regulation  that 
materially  reduces  consumption  must  accom- 
plish its  chief  effects  through  the  great  body  of 
consumers.  The  task  of  putting  all  the  people 
of  the  United  States  on  rations  is  too  formidable 
to  be  attempted,  and  there  does  not  appear  to  be 
any  better  way  of  dealing  with  the  situation  than 
by  allowing  natural  forces  to  work  out  their  re- 
sults.    The  boycotts  which  have  been  declared. 


New  York,  Decembei 

whether  justified  or  not  as  punitive  measut 
be  effective  in  so  far  as  they  reduce  consul 

Stimulating  Production. 

One  of  the  results  is  that  a  much  larg 
has  been  sown  to  wheat  this  fall,  and  it  is 
able  to  hear  that  the  plant  is  going  ii 
winter  in  exceptionally  promising  coi 
Manufacturers  of  equipment  for  cannir 
tories  report  an  exceptional  -demand  fo 
machinery,  due  to  the  stimulus  given  to  tl 
ning  industry  by  the  present  high  pric( 
many  lines  of  industry  the  same  situation 
and  the  prices  of  goods  for  immediate  co] 
tion  are  increased  by  demands  for  const 
work  which  will  eventually  enlarge  the 
supply.  The  cost  of  all  steel  materials  : 
hanced  just  now  by  the  great  amount  o 
equipment  wanted  for  the  enlargement  c 
works.  These  enlargements  are  being 
along  in  hopes  that  they  will  be  comple 
time  to  get  the  benefit  of  the  present  r 
and  some  of  them  are  already  comin 
operation. 

It  would  seem  that  the  point  must  b 
where  all  construction  work  not  of  imp 
necessity  will  be  held  in  check  by  the  high 
costs.  Upon  general  principles,  it  appear 
very  doubtful  policy  to  put  capital  into  coi 
tion  under  present  conditions.  Certainl} 
now  in  the  interest  of  stability  in  industi 
every  dollar's  worth  of  work  than  can  b( 
poned  shall  be  postponed.  It  is  only  a  qi 
of  time  until  the  point  is  reached  where 
will  bring  demand  under  control,  and  incr 
production  will  overtake  and  pass  it.  Unle 
tory  has  stopped  repeating  itself,  there  wil 
story  then  of  idle  plants  and  unemployed 
It  is  said  that  the  late  advance  of  $5  per 
steel  rails  was  adopted  in  the  hope  that  it 
hold  purchases  in  check  and  allow  the 
makers  to  handle  the  demand  for  products 
bring  very  much  better  profits  than  rails  e 
this  price. 

The  situation  is  one  that  calls  for  patien( 
common  sense.  The  business  of  the  worl 
been  disorganized  and  thrown  out  of  custc 
channels  by  the  war,  and  there  is  no  power 


to  prevent  the  ill  results.  They  will 
mselves  by  natural  processes  more  surely 
y  can  be  remedied  by  any  authority  pos- 
y  the  government. 

Industries  Busy. 

idustries  are  generally  sold  so  far  ahead 
y  have  little  concern  about  next  year's 
ty.  A  great  deal  more  foreign  busi- 
^ht  be  had  if  early  deliveries  could  be 
^The  ship  yards  are  counting  on  three 
years  of  great  activity.  The  railroads 
ittle  new  equipment  in  the  years  of  low 
,  and  held  off  as  long  as  possible  against 
ligh  prices,  but  they  are  now  crowding 
pment  companies  with  orders.  The  tex- 
s,  despite  the  very  high  prices  of  wool 
on,  are  driven  to  capacity,  and  fully  sold 
s  said  to  be  very  difficult  to  get  ordinary 
)ths  for  any  satisfactory  delivery.  Raw 
;  above  20  cents  per  pound,  and  the  wool 
I  is  even  more  serious,  as  the  Australian 
except  for  a  low  grade,  is  entirely  with- 
from  market.  The  United  States  has 
beavily  in  South  America,  and  the  crop 
own  western  states,  which  will  not  be 
om  the  sheep  until  four  or  five  months 
)w,  is  already  being  contracted  for  at 
3er  cent,  above  1916  prices. 

igh  prices  for  copper,  lead,  zinc  and  silver 
lulating  an  increase  in  their  production, 
king  very  prosperous  conditions  in  the 
districts. 

ve  stock  markets  are  steady  under  large 
Cattle  are  being  marketed  in  large 
;  in  a  half -fat  condition,  showing  that  the 
ce  of  feed  is  a  deterrent  to  proper  finish- 
lis  is  keeping  prices  for  the  present  below 
ey  would  normally  be  with  high-priced 
it  it  means  that  good  beef  will  be  higher 
,  at  the  time  when  these  cattle  w^ould  be 
y  ready  for  the  market.  The  hog  supply 
,  with  prices  at  about  $10  per  hundred 
n  Chicag'o,  and  product  moving  rapidly  to 
)tion.  This  year's  hog  crop  has  been  very 
le  to  producers.  The  potato  crop  is  short, 
;  result  that  farmers  favored  with  a  good 
ve  had  something  better  than  a  munitions 

The  Labor  Situation. 

ibor  situation  has  been  inevitably  strained 
rise  of  living  costs,  and  it  is  a  serious 
that  more  than  six  months  must  yet  be 
before  the  measure  of  the  next  crop  can 
in.  The  steel  and  textile  industries,  two 
reatest  employers  of  labor  in  the  country, 
inted  a  ten  per  cent,  increase  in  wages  for 
d  time  since  January  1,  1916,  and  wage 
:s  are  general.  Employers  admit  both  the 
and  necessity  of  this  policy.  They  are 
ous,  willing  to  pay  more,  and  eager  to 
leir  plants  to  capacity.     The  situation  is 


interesting  from  an  economic  standpoint  as  show- 
ing the  inevitable  reaction  upon  wages  when  capi- 
tal is  prosperous,  but  there  is  no  little  anxiety  as 
to  what  the  attitude  of  the  wage-earners  will  be 
if  conditions  after  the  war  will  not  allow  the  pay- 
ment of  such  wages. 

The  controversy  between  the  railway  compa- 
nies and  the  trainmen  has  been  revived  by  the 
action  of  the  companies  in  bringing  suit  to  obtain 
a  judicial  interpretation  of  the  Adamson  act.  In 
a  case  brought  before  Judge  Hook,  of  the  United 
States  Circuit  Court,  at  Kansas  City,  he  gave 
what  he  admitted  to  be  a  hurried  opinion,  in 
order  that  the  case  might  be  expedited  to  the 
Supreme  Court,  holding  that  the  law  was  uncon- 
stitutional. The  case  will  be  argued  at  once  be- 
fore the  Supreme  Court,  and  it  is  expected  that 
a  decision  will  be  obtained  before  January  1st, 
when  the  law,  by  its  terms,  is  to  take  effect.  If  it 
should  be  found  invalid,  the  situation  will  be 
what  it  was  before  the  law  was  hastily  passed 
under  the  threat  of  an  immediate  strike,  except 
tliat  there  has  been  an  opportunity  since  then  to 
take  the  opinion  of  the  country  upon  it.  There 
can  be  little  doubt  that  the  judgment  of  the  coun- 
try has  been  unfavorable.  The  members  of 
Congress  who  voted  for  it  have  commonly  justi- 
fied themselves  by  the  plea  that  at  the  time  it 
was  the  only  alternative  to  a  suspension  of  rail- 
way service.  It  is  not  likely  that  so  complete  a 
surrender  to  the  power  of  a  few  men  will  occur 
again.  In  the  long  run  the  interests  of  the  public, 
rather  than  the  interests  of  either  railway  owners 
or  railway  employes,  are  bound  to  determine  the 
conditions  upon  which  the  railways  shall  be 
operated.  The  railway  employes  as  a  class  will 
surely  agree  to  the  justice  of  this  when  they  con- 
sider it  fully. 

It  is  quite  possible  that  the  companies  and  men 
may  get  together  upon  a  settlement  while  the 
case  is  pending,  and  if  not,  it  is  probable  that 
the  President's  recommendation  for  a  law  similar 
to  the  Canadian  arbitration  act,  which  forbids  a 
strike  upon  railways  until  a  government  inquiry 
has  been  held,  will  be  carried  out.  In  asserting 
a  right  to  tie  up  the  commerce  of  the  country  by 
concerted  action  the  trainmen  have  been  led  to 
take  a  position  that  cannot  be  sustained.  The 
difference  between  an  individual's  right  of  action 
and  the  right  of  combination  is  the  basis  of  all 
the  anti-trust  legislation. 

Foreign  Trade  and  Exchange. 

Foreign  trade  continues  at  about  the  level  of 
recent  months,  our  exports  being  limited  by  our 
ability  to  supply  the  products  of  all  kinds  that  the 
world  would  gladly  buy.  The  net  credit  balance 
on  merchandise  exports  and  imports  in  October 
was  $314,200,000.  For  the  ten  months  of  the 
calendar  year  the  balance  is  $2,434,000,000,  and 
for  the  twelve  months  ended  with  October  $2,- 
793,200,000.    The  net  importations  of  gold  from 


January  1st  to  October  31st  were  $378,958,000, 
and  for  the  twelve  months  from  October  31, 
1915,  to  the  same  date  1916,  they  were  $469,- 
800,000. 

Under  the  present  state  of  trade,  foreign  loans 
or  gold  importations  are  continually  in  order,  and 
while  all  recent  loans  have  been  readily  taken, 
the  volume  of  payments  is  so  great  that  it  is  not 
easy  to  arrange  credits  fast  enough  to  meet  them, 
although  the  opinion  is  general  that  it  would  be 
better  for  this  country  to  take  settlement  in  this 
manner  than  with  gold.  Moreover,  since  the  gold 
importations  have  gone  largely  to  the  interior, 
while  the  loans  are  placed  mainly  in  the  East, 
gold  importations  are  necessary  to  provide  base 
for  the  credits. 

The  gold  reserves  of  Great  Britain,  France  and 
Russia  before  the  war,  at  the  statement  nearest 
October  31st,  and  at  the  date  of  the  latest  avail- 
able return,  are  given  below: 

July,  Oct.  31,  Nov.  23, 

1914  1916  1916 
Bank  of 

England $183,000,000  $272,000,000  $282,000,000 

Exchequer    note 

reserve    142,500,000  142,500,000 

Bank  of  France     828,000,000  849,000,000  790,000,000 

Bank   of   Russia     800,000,000  779,000,000  775,000,000 


Total    $1,811,000,000  $2,042,500,000  $1,989,500,000 

Besides  the  foregoing,  the  Bank  of  France  re- 
ported on  November  23rd  gold  holdings  abroad 
of  $215,000,000,  and  the  Bank  of  Russia  reported 
large  balances  abroad.  These  may,  in  part,  con- 
sist of  gold  contributed  to  the  allied  pool,  but  in 
the  case  of  Russia,  if  not  both,  they  include 
credits  created  by  loans.  There  is  no  question 
that  the  allies  have  a  stock  of  gold  that  is  not 
included  in  the  bank  statements,  for  the  state- 
ments from  v/eek  to  v/eek  do  not  reflect  the 
shipments  to  this  country.  There  is  also  pre- 
sum.ably  some  gold  remaining  in  the  joint  stock 
banks  of  Great  Britain.  Altogether,  the  total 
gold  holdings  of  the  three  allies  are  well  above 
$2,000,000,000. 

Since  May,  1915,  the  people  of  France  have 
turned  into  the  Bank  of  France  over  1,800,000,000 
francs  of  gold  coin,  the  equivalent  of  over  $360,- 
000,000,  in  exchange  for  bank  notes,  as  a  volun- 
tary.  contribution  to  the  financial  strength  of  the 
country. 

The  Gold  Standard. 

There  is  no  reason  at  present  for  anticipating 
any  change  in  the  policy  of  the  Bank  of 
England  in  regard  to  gold  payments,  and  the  sen- 
sational speculation  as  to  the  possibility  of  the 
allied  countries  abandoning  the  gold  standard  are 
almost  too  preposterous  to  be  discussed.  Great 
Britain,  at  the  end  of  this  war,  will  be  still  the 
greatest  creditor  nation  in  the  world.  Her  loans 
to  her  allies,  from  April  1st  to  October  7th  of 
this  year,  as  stated  by  Mr.  Asquith  in  the  House 
of  Commons,  on  October  11th,  aggregated  £253,- 


000,000,  or  approximately  $1,265,000,00( 
undoubtedly  exceeded  her  borrowings 
and  her  sales  of  securities  in  the  same 
In  other  words,  even  now  she  is  increa 
credit  balance  in  her  relations  with  the 
the  world.  All  those  relations,  including  1 
tion  of  London  as  the  world's  clearing  ho 
her  place  in  world  trade,  are  pivoted  u 
gold  standard.  Even  if  she  should  fol 
example  of  Germany  and  France,  and  ( 
example  during  the  Civil  War,  and  susp< 
payments,  it  would  not  signify  abandon 
the  gold  standard  or  any  loss  to  her  credi 
would  mean  that  she  would  have  to  do 
tional  business  at  somewhat  greater 
venience  and  cost,  and  at  a  temporary  d: 
tage  in  competition  with  New  York,  but 
be  one  of  the  unavoidable  costs  of  the  w 
Meanwhile  we  repeat  that  there  are  i 
that  London  is  contemplating  a  susper 
gold  payments,  and  we  shall  not  believ( 
is  going  to  occur  until  it  does  occur.  1 
gold  taken  out  of  the  ground  annually 
territory  amounts  to  $300,000,000,  and  t 
only  be  supplemented  with  $100,000,000  ( 
000,000  from  the  allied  reserves  to  covei 
shipments  to  this  country  equal  to  those 
It  is  to  be  hoped  that  the  United  States 
be  required  to  receive  more  than  $500 
in  gold  per  year  in  addition  to  its  own 
tion. 

A  moderate  overflow  of  gold  is  now 
place  from  this  country  to  South  Amei 
Asia.  Exchange  conditions  are  making  i 
able  to  send  the  metal  to  Buenos  Aires 
siderable  amounts,  and  it  is  moving  as 
practicable,  the  amount  of  insurance  upo 
shipments  being  limited.  So  far,  abc 
500,000  has  gone  to  this  destination,  with 
amounts  to  other  South  American  couni 

Japan,  which  is  under  a  great  stimuli 
Russian  war  orders,  has  been  gaining 
small  amounts  from  the  United  States, 
larger  amounts  from  other  sources,  possil 
sia.  It  has  been  able  also  to  hold  its  o' 
duction,  which  amounts  to  about  $7,000, 
year,  including  that  of  Korea.  The  I 
Japan  has  made  a  net  gain  of  a  little  ov 
000,000  of  gold  since  the  war  began,  ha\ 
considerable  at  first. 

British  and  French  Treasury  Bills. 

The  British  and  French  governmen 
both  determined  to  try  this  market  wi 
short-term  Treasury  bills,  which  have 
popular  form  of  loans  in  London  and 
As  oflfered  in  those  cities  they  have  had 
ties  running  from  ninety  days  to  on 
but  the  bulk  of  them  have  run  ninety  d 
six  months,  with  rates  varying  to  suit  t 
ket.  An  astonishing  amount  of  the  Brit 
have  been  absorbed  in  England,  and  th 


ight  freely  in  Holland  and  the  Scandi- 
ountries,  their  popularity  resulting  from 

that  the  short  maturities  keep  the  in- 
ithin  reach  of  his  capital  and  enable  him 
rt  it  readily  into  something  else  if  he 

do  so.  As  they  mature  they  are  paid 
[le  lender  either  keeps  his  money  or  buys 

LSt  long-term  loan  issued  by  the  British 
ent  was  that  of  June,  1915,  payable  in 
[  due  in  1945.  This  loan  bears  Ay^  per 
A  the  total  issue  under  it  was  about  $4,- 
)00,  including  the   conversions  of   con- 

Zy2  per  cent,  bonds,  which  were  al- 
ider  it.  It  was  supposed  at  that  time 
ther  permanent  loan  would  be  brought 
•  January  1st,  1916,  or  at  the  latest  im- 
f  after  the  close  of  the  fiscal  year, 
>lst.  However,  the  offerings  of  short 
ns,  principally  Treasury  bills,  were  so 
ken  that  no  additional  loan  has  been  yet 
out.  The  total  amount  of  Treasury  bills 
ing  is   now  above  $5,000,000,000,   and 

of  interest  upon  all  maturities  is  5j^ 
.,  or  practically  the  same  as  the  Lon- 
:ount  rate  on  prime  commercial  bills. 
I  these  in  popularity  on  the  London 
are  the  6  per  cent.  Exchequer  bonds, 
920. 

Tench  Treasury  has  found  the  French 
likewise  favorable  to  shore  obligations 
placed  them  in  large  amounts.  This  ex- 
in  London  and  Paris  has  prompted  the 
;  which  are  contemplated  in  this  country, 
s  will  be  of  varying  maturities  to  suit 
ers,  payable  in  this  country  in  dollars 
;  from  all  taxation  by  the  issuing  gov- 
:s.  No  collateral  security  will  be  given 
s  believed  that  they  will  be  taken  in 
able  amounts  as  a  convenient,  safe 
lunerative  method  of  investing  funds 
rily  idle,  and  which  owners  may  wish 
quickly  available. 

is  no  doubt  in  the  minds  of  well  in- 
people  that  the  British  and  French  gov- 
5  will  meet  all  of  these  external  obliga- 

full  and  with  scrupulous   punctuality. 

be  always  remembered  in  considering 
1  indebtedness  of  these  countries  that 
Tial  indebtedness,  while  indeed  a  burden, 
I  source  of  revenue.  It  is  taxable,  like 
►rms  of  private  property,  while  the  ex- 
idebtedness  is  not.  Whatever  questions 
ay  be  about  the  ability  of  these  govern- 
)  pay  their  debts  will  be  settled  eventu- 
neans  of  the  taxing  power.  The  internal 
ill  not  be  repudiated,  but  the  taxation 
very  heavy.  It  can  be  just  as  heavy  as 
to  enable  the  Treasuries  to  pay  ovit,  but 
5  not  apply  to  the  external  debt. 


Statement  of  the  Federal  Reserve  Board. 

The  Federal  Reserve  Board  has  issued  a 
statement  expressing  the  view  that  Treasury 
bills  issued  by  countries  engaged  in  the  war 
are  likely  to  prove,  when  collectively  consid- 
ered, an  unliquid  asset  in  the  hands  of  Ameri- 
can banks,  and  that  such  holdings,  if  large, 
may  eventually  interfere  with  the  accommoda- 
tions which  the  banks  are  under  obligations  to 
give  to  the  home  public.  It  therefore  disap- 
proves of  them  as  a  form  of  investment  for 
banks. 

The  statement  is  of  such  importance  that  we 
give  it  in  full  elsewhere.  With  the  opinion  of 
the  Board  as  to  the  importance  of  keeping  the 
banks  in  liquid  condition  and  of  not  loaning 
down  to  the  legal  limit,  we  are  in  entire  ac- 
cord, but  there  are  certain  phases  of  the  sub- 
ject upon  which  some  further  comments  may 
be  properly  added.    The  statement  says : 

The  board  does  not  share  the  view  frequently 
expressed  of  late  that  further  importations  of  large 
amounts  of  gold  must  of  necessity  prove  a  source 
of  danger  or  disturbance  to  this  country.^  That  dan- 
ger, the  board  believes,  will  arise  only  in  case  the 
inflowing  gold  should  remain  uncontrolled  and  be 
permitted  to  become  the  basis  of  undesirable  loan 
expansions  and  of  inflation.  There  are  means,  how- 
ever, of  controlling  accessions  of  gold  by  proper 
and  voluntary  co-operation  of  the  banks,  or,  if  need 
be,  by  legislative  enactment.  ...  It  will  then  appear 
that  while  a  large  increase  in  the  country's  gold 
holdings  has  taken  place  the  expansion  of  loans  and 
deposits  has  been  such  that  there  will  not  remain  any 
excess  of  reserves  apart  from  the  important  reserve 
loaning  power  of  the  Federal  Reserve  Banks. 

The  nub  of  this  discussion  is  in  the  last 
sentence  of  the  extract,  where  recognition  is 
given  to  the  fact  that  although  there  has  been  a 
large  increase  in  the  country's  gold  holdings, 
there  has  also  been  a  very  great  expansion  of 
deposits  and  loans.  This  is  what  always  happens 
when  the  supply  of  money  is  increased.  Loans 
and  deposits  created  by  loans,  follow  right  up 
after  it  until  the  capacity  for  credit  expansion  is 
exhausted.  According  to  figures  given  by  the 
Comptroller  of  the  Currency,  the  loans  of  all 
banks  in  the  United  States  increased  between 
June,  1914,  and  June,  1916,  by  approximately 
$2,500,000,000,  which  is  far  beyond  any  previous 
expansion  in  our  history.  There  is  every  reason 
to  believe  that  continued  additions  to  our  mone- 
tary stock  will  have  similar  effects. 

There  were  never  greater  temptations  to  the 
use  of  money  and  credit  than  in  this  country 
today.  The  demand  for  products  of  every  kind 
exceeds  the  supply,  and  profits  are  such  that 
there  are  very  great  inducements  to  individ- 
uals to  enlarge  their  operations,  or  to  buy  into 
properties  and  companies  that  are  making 
large  earnings.  These  are  the  conditions 
which  in  conjunction  with  easy  money  have 
always  produced  over-expansion  and  subse- 
quent disaster. 

The  Board  admits  that  this  danger  will  exist 


"in  case  the  inflowing  gold  should  remain  un- 
controlled and  be  permitted  to  become  the 
basis  of  undesirable  loan  expansion  and  of  in- 
flation." 

There  is  no  practicable  way  of  controlling 
the  money  supply  of  this  country.  That  idea 
may  well  be  allowed  to  remain  the  exclusive  pos- 
session of  the  trust-busters.  The  importations  of 
gold  go  into  the  banks,  but  they  go  in  as  deposits, 
and  the  lending  or  purchasing  power  remains  first 
of  all  with  the  depositors.  It  is  possible,  and 
we  believe  desirable,  to  collect  this  gold  into 
the  Federal  reserve  banks,  but  if  the  reserve 
banks  acquire  it  they  must  give  either  their 
notes  or  an  equivalent  credit  on  their  books  in 
exchange.  A  credit  at  a  reserve  bank  is  a  basis 
for  loans  in  a  member  bank,  the  same  as  gold 
in  the  latter's  vault.  Up  to  the  limit  of  the 
lending  power  of  the  member  banks  the  re- 
serve banks  have  no  control  over  the  expansion 
of  credit;  it  is  only  as  the  member  banks  de- 
sire to  re-discount  that  any  restraint  can  be 
placed  upon  them. 

What  degree  of  co-operation  does  the  Board 
expect  to  obtain  among  27,000  banks?  Can  it 
persuade  them  to  stop  competing  with  each 
other  for  business,  or  restrain  their  eagerness 
to  accommodate  desirable  customers,  and  to 
stop  paying  interest  on  deposits?  The  com- 
mand over  bank  deposits  is  not  final  in  bank 
officers.  It  rests  at  last  with  bank  patrons,  and 
when  bank  patrons  want  to  expand  loans  they 
are  usually  able  to  do  it. 

It  is  said  that  money  will  burn  a  hole  in  a  boy's 
pocket,  but  it  will  likewise  burn  a  hole  in  a  man's 
bank  account  or  a  bank's  vault.  A  boy  is  not 
more  eager  to  spend  money  than  the  average  man 
is  to  make  money,  or  the  average  bank  is  to  keep 
its  funds  employed. 

The  City  Chamberlain  of  New  York  invited 
proposals  from  the  banks  for  the  city  deposits 
for  three  months,  beginning  November  1st  last. 
In  announcing  the  result  this  official  stated  that 
the  bids  ranged  from  two  to  three  per  cent,  and 
that  there  were  more  bids  above  two  per  cent, 
than  ever  before,  this  in  a  low  money  market. 
Competitive  bidding  for  deposits  compels  the  em- 
ployment of  the  deposits. 

For  years  before  the  Federal  Reserve  System 
was  established,  the  banks  of  the  Central  re- 
serve cities  were  regularly  lectured  upon  the 
importance  of  keeping  larger  reserves,  and  indi- 
vidually they  assented  to  the  criticism,  but 
competitive  conditions  controlled  them,  and  the 
force  of  competitive  conditions  must  be  recog- 
nized at  all  times.  If  gold  continues  to  come 
into  the  country  we  must  expect  that  some- 
body will  put  it  to  use,  at  least  so  long  as  the 
conditions  for  profitable  use  are  as  favorable  as 
now.  And  once  it  is  engaged  as  the  basis  of 
credit  it  cannot  be  removed  without  tearing  down 


the  whole  fabric  of  credit  and  businesj 
upon  it. 

It  is  true  that  the  banks  have  an  c 
to  support  the  regular  business  of  the 
by  providing  merchants,  manufactu 
farmers  with  credit  as  they  need  it. 
amount  of  money  and  credit  require< 
port  the  legitimate  expansion  of  ind 
trade  is  limited.  When  all  the  p 
forces  of  a  country  are  already  in  fi 
you  cannot  enlarge  their  powers  b; 
increasing  the  stock  of  money.  Att 
put  more  money  into  use  at  such  a 
only  create  new  demands  for  labor 
terials  when  no  more  are  to  be  had, 
result  that  wages  and  prices  will  rise 
new  supplies  of  money  are  absorbed 
the  same  amount  of  business  as  befor 
this  carries  the  country  constantly  fur 
normal  conditions,  and  involves  a  mena 
future. 

The  country  is  now  at  the  very  top 
industrial  activity,  and  there  is  no 
believe  that  more  gold  will  be  rec 
finance  legitimate  expansion.  More  g 
ever,  is  certain  to  come  and  the  credit 
which  will  be  thus  created  will  pro 
used  somehow.  How  may  they  best 
for  the  good  of  the  country,  and  wit 
to  the  probability  that  after  the  war 
large  part  of  this  gold  must  be  ret 
Europe? 

It  is  generally  recognized  that  th 
States  cannot  expect  to  retain  its  pre 
portion  of  the  world's  gold  after  peace 
restored  and  industry  has  been  res 
Europe.  All  of  the  influences  that  i 
times  work  to  distribute  the  suppl 
various  countries,  according  to  their 
capital  and  for  commercial  credits, 
operative  again.  The  members  of  th 
board  have  individually  emphasized 
portance  of  preparing  to  relinquish 
amount  of  gold,  in  order  that  it  may 
with  the  least  possible  disturbance  t 
in  this  country. 

It  is  not  a  question  of  whether  our 
plies  of  money  and  credit  shall  be  in 
liquid  domestic  loans  or  unliquid  forei 
the  choice  is  rather  between  unliquid 
loans  and  liquid  foreign  ones. 

It  is  always  good  for  a  bank  to  kei 
Why?  In  order  that  it  may  have 
resources  to  meet  any  demands  that  r 
upon  it  in  the  future.  From  what  qi: 
the  most  serious  demands  likely  to  cc 
this  country  in  the  near  future?  W 
question  the  ability  of  the  Federal  res 
tem  to  take  care  of  any  home  demai 
note-issuing  powers  gives  ample  p 
against  these.     But  even  the  reserve 


^uine  that  the  gold  resources  of  the  re- 
mks  are  equal  to  the  possible  demands 
d  for  exportation.  These  Treasury 
wever,  falling  due  at  consecutive  dates, 
/e  as  offsets  for  equal  amounts  of  gold, 
as  any  are  held  in  this  country  they 
e  control  over  the  gold  situation. 

ollowing  extract  from  a  recent  public 
by  one  of  the  members  of  the  Federal 
Board  is  in  point: 

oiild  not  overlook  the  extraordinary  abilit}'-  of 
ry  to  protect  itself  against  any  violent  loss  of 
sing  for  this  purpose  some  part  of  the  exten- 
ings  of  European  securities  which  we  have 
icquired.  The  great  extension  of  the  inter- 
oan  market,  which  has  been  one  accompani- 
the  war,  is  certain  to  result  in  a  greatly 
use  of  acceptable  securities  as  a  means  of 
nal  payment  and  as  a  substitute  for  gold  in 
Lternational  settlements." 

short-term  bills  answer  this  purpose 
han  bonds  running  a  term  of  years, 
er  are  only  realizable  before  maturity 
.n  a  foreign  market,  subject  to  its  con- 
md  fluctuations,  while  the  former  must 
or  replaced  in  this  market  upon  terms 
ory  to  the  American  buyer.  The  bor- 
governments  wdll  protect  themselves 
extreme  fluctuations  in  the  rate  by  a 
)f  gold  in  Canada,  to  be  used  as  needed. 

the  abstract  opinion  that  the  banks  of 
intry   ought  not   to  tie  up   an   undue 

their  resources  in  foreign  Treasury 

any  one  class  of  paper,  no  issue  of 
an  be  taken.  A  national  bank  is  pro- 
by  law  from  lending  more  than  ten 
.  of  its  capital  and  surplus  to  any  one 
r,  and  although  the  Comptroller  has 
at  this  does  not  apply  to  the  obliga- 
governments,  we  regard  the  rule  as  a 
e  to  follow  upon  general  principles, 
it  is  more  than  a  bank  is  likely  to  lend 
ower  who  has  no  claims  upon  it  for  ac- 
Ltions.     The  purpose  of  our  comments 

to  present  the  views  of  those  who  hold 
e  is  danger  in  continued  accumulations 
and  that  short  time  obligations  which 
t  as  offsets  to  foreign  demands  for  gold 
in  the  not  distant  future  an  extremely 

class  of  assets. 

and  Banking. 

r  tightened  perceptibly  in  New  York 
he  last  half  of  November,  due  to  the 
ank  reserves.  In  part  this  is  attribut- 
:he  payment  of  deposits  into  the  Fed- 
rve  banks  on  the  16th,  but  it  is  the  sea- 
e  year  when  the  country  normally  draws 
York.  The  loans,  deposits,  reserves  and 
reserves  of  the  sixty  members  of  the 
House  on  the  4th  and  25th  of  last  month 
ovember  27th,  1915,  are  given  below : 


1916  1918  1915 

Nov.  Z5  Nov.  4  Nov.  27 

Loans $3,415,522,000  $3,357,047,000  $3,133,235,000 

Demand  de- 
posits      3,351,975,000  3,359,725,000  3,216,626,000 

Cash  reserve..      398,087,000  474,675,000  521,335,000 

Reserve  in  de- 
positories .. .      237,649,000  229,297,000  218,109,000 

Surplus   re- 
serve          58,647,000        124,107,040  183,477,000 

These  figures  show  why  call  money  has  gone 
to  six  per  cent,  in  the  last  week.  They  also 
show  that  although  gold  importations  ex- 
ceeding exportations  by  over  $400,000,000  have 
been  received  at  New  York  in  the  last  year  the 
cash  reserves  of  the  clearing  house  banks  have 
actually  been  reduced  in  the  sum  of  $123,248,- 
000.  The  cash  holdings  of  the  Federal  reserve 
bank  of  New  York  have  increased  in  the  same 
time  by  only  $7,176,000,  showing  that  all  the 
gold  which  has  been  imported,  and  much  more 
besides,  has  gone  to  the  country. 

From  June  1st  to  November  27th  the  clear- 
ing house  banks  had  a  net  loss  on  daily  settle- 
ments of  $148,987,000  to  the  Federal  reserve 
bank  and  $130,565,000  to  the  United  States 
Treasury,  or  $289,552,000  to  the  two  institu- 
tions. Besides  this  they  have  shipped  impor- 
tant amounts  direct  to  their  correspondent 
banks. 

The  main  factor  in  this  shift  of  money  from 
New  York  has  undoubtedly  been  the  increas- 
ing absorption  of  money  in  the  trade  of  the 
country  and  the  need  of  the  interior  banks  for 
higher  legal  reserves.  The  Comptroller  of  the 
Currency  reports  $896,635,000  of  surplus  re- 
serves in  all  national  banks  on  September  12, 
1916,  which  compares  with  $882,850,773  on 
September  2,  1915.  This  would  indicate  that 
the  system  had  just  about  absorbed  the  credit 
which  could  be  based  upon  the  additions  to  the 
money  supply.  But  while  the  excess  reserves 
are  slightly  larger  than  a  year  ago,  their  location 
is  different  and  shows  that  the  country  is  more 
closely  loaned  up  than  a  year  ago.  The  surplus 
last  year  and  this  year  was  held  as  follows : 

1915  1916 

Sept.  2  Sept.  12 
In    vault    and    Federal 

Reserve   Bank $341,206,988  $178,499,000 

With    approved    reserve 

agents 541,643,784  718,136,000 

Total $882,850,772  $896,635,000 

It  will  be  seen  that  at  the  later  date  there 
was  a  smaller  surplus  of  cash  on  hand  and  in 
Federal  reserve  banks,  and  a  larger  surplus 
with  approved  reserve  agents. 

In  connection  with  the  increase  of  deposits 
with  reserve  agents  it  is  to  be  considered  that 
all  deposits  have  increased  largely  since  a  year 
ago,  and  that  the  limit  of  legal  reserves  kept 
outside  of  the  Federal  reserve  banks  has  been 
lowered.  When  the  transfers  to  the  reserve 
banks  have  been  completed  all  reserves  outside 
will  be  "surplus." 

The  reserve  percentages  held  by  the  three 


classes  of  national  banks  on  September  12th, 
1916,  together  with  the  figures  for  the  required 
reserves  are  given  below  : 

Actual         Legal 
reserves      reserves 
per  cent,     per  cent. 
Central  Reserve  City  Banks..  20.39  18 

Reserve  City  Banks 24.80  15 

Country  Banks  26.62  12 

These  figures  taken  together  show  that 
while  the  reserve  city  and  country  banks  have 
large  surplus  reserves  with  the  central  reserve 
city  banks,  the  latter  are  well  loaned  up.  The 
resources  of  the  Federal  reserve  banks  have  been 
only  slightly  drawn  upon.  The  country  banks  will 
probably  draw  down  these  balances  in  the  reserve 
cities  much  more  before  they  resort  to  the  Fed- 
eral reserve  banks,  and  as  they  do  so  the 
banks  which  lose  cash  will  have  to  reduce  their 
loans  unless  there  is  an  inflow  of  gold  sufficient 
to  offset  the  withdrawals.  No  doubt  the  inflow 
will  continue,  for  the  balance  of  trade  in  our 
favor  is  enormous,  and  Great  Britain  and  her 
Allies  are  not  only  obliged  to  pay  for  their  pur- 
chases in  some  form  but  interested  in  keeping 
the  New  York  money  market  in  easy  condition. 

The  demand  for  money  for  current  trade  is  prob- 
ably now  at  its  apex.  The  crops  have  largely 
passed  from  the  hands  of  producers,  and  are  con- 
centrated in  hands  where  they  must  be  carried 
until  distributed.  On  account  of  the  high  prices, 
the  amount  of  bank  credit  required  is  extraordi- 
narily large,  but  there  will  naturally  be  a  relaxation 
in  this  demand  after  the  first  jo  f  the  year. 

The  total .  stock  ,of  .money^in  the  country  ac- 
cording to  Treasury  estimates  increased  in  the 
sum  of  $528,730,109  from  October  1,  1915,  to 
October  1,  1916,  and  the  cash. holdings  of  all 
national  banks  declined  from  $719,843,506  on 
September  2,  1915,  to  $663,522,000  on  Septem- 
ber 12,  1916.  On  the  other  hand  the  cash  re- 
serves of  the  Federal  reserve  banks  and  re- 
serve agents  increased  in  the  same  time  from 
$382,521,000  to  $719,425,000,  or  by  $336,954,000. 
It  is  an  interesting  fact  that  the  reserves  of  the 
twelve  reserve  banks  now  exceed  the  vault 
holdings  of  all  national  banks. 

The  most  important  items  of  assets  and  liabili- 
ties of  national  banks  on  September  2,  1915,  and 
September  12,  1916,  are  shown  below: 

1915  1916 

Assets:                           Sept.  2  Sept.  12 

Loans  and  discounts $6,756,680,004  $7,859,837,000 

United  States  bonds....        781,726,220  729,777,000 

Other    bonds    and    se- 
curities       1,219,214,503  1,624,627,000 

Due  from  approved  re- 
serve agents  811,379,578  936,339,000 

Due    from    other    banks 

and  bankers   597,832,441  780,600,000 

Federal  reserve  notes...            6,779,935  13,190,000 

Total     coin     and    certi- 
ficates           719,843,506  663,022,000 

Legal  tender  notes 122,765,379  105,101,000 

Due    from    Federal    re- 
serve banks    315,409,198  631,028,000 

Customers  liability  under 

acceptances    16,461,341  77,879,000 

Total   assets $12,267,090,4359  $14,411,537,000 


Liabilities  : 

Demand    deposits $5,426,610,208  $6,70 

Time  deposits 1,335,572,505  1,73 

Bills  payable  60,169,307  3 

A  Chinese  Loan. 

The  Continental  and  Commercial  B; 
Chicago,  has  made  a  loan  of  $5,000,000 
Republic  of  China  for  general  govern 
purposes,  and  the  offering  has  been  ( 
taken  by  the  American  market.  The  acti 
ticipation  of  Chicago  in  the  promotion 
eign  investments  is  a  very  encouraging 
tom  of  the  time.  The  Middle  West  has  1 
in  comparatively  recent  years  a  great  mar 
our  home  securities,  and  it  only  needs 
familiar  with  the  idea  of  foreign  inves 
and  aware  of  the  benefits  that  such 
ments  will  bring  to  American  industry, 
come  a  liberal  buyer  of  foreign  securiti 
means  of  foreign  investments  at  this  tir 
possible  to  open  permanent  channels  for 
position  of  American  products,  which  will  1 
ful  after  the  war,  when  we  may  need  ad 
business  more  than  we  do  now. 

We  cannot  as  a  country  rise  to  this  o< 
unless  all  sections  are  actively  interej 
the  educational  propaganda  that  is  re 
There  is  no  danger  of  not  having  enou 
eign  business  to  go  around.  There  is  ; 
tically  endless  opportunity  for  devek 
work  in  China  alone.  A  distinguished 
nese  statesman,  Marquis  Inouye,  late 
sador  to  Great  Britain,  referring  to  the 
of  rivalry  of  Japan  and  the  United  St 
China,  said  that  for  Japan,  with  the  am< 
capital  it  can  spare,  to  expect  to  alone  c 
the  resources  of  China  would  be  like  tr 
smelt  a  ton  of  iron  ore  with  a  candle 
The  trouble  is  not  to  find  opportunities 
for  the  investment  of  American  capital, 
find  American  capital  that  will  go,  a 
more  banking  institutions,  in  different  p 
the  country,  there  are  interested  in  pro 
the  movement,  the  easier  it  will  be  foi 
them. 

Summary  of  Bond  Market  for  Novei 

Additional  financing  by  foreign  goven 
has  been  the  feature  of  our  bond  mar] 
November.  The  Russian  government 
sued  a  new  $50,000,000  5>^%  five-year  E: 
Loan  in  this  market,  going  to  the  pu 
94^  to  yield  6.75%.  The  bonds  are  pay 
New  York  in  gold  dollars  or  at  the  op 
the  holder  in  Petrograd  at  the  current  cc 
cial  rate  of  exchange  at  sight  on  New 

A  $60,000,000  French  Municipal  Lo; 
been  offered.  The  loan  is  divided  into 
amounts  among  the  three  cities  of  Boi 
Lyons  and  Marseilles.  The  bonds  are 
year  6's  offered  upon  a  6.75%  basis  a 
payable  at  the  option  of  the  holder  ii 


)r  in  France  at  the  fixed  rate  of  5.60 
per  dollar.  The  French  government 
ikes  to  furnish,  if  necessary,  gold  to 
ee  cities  to  the  amount  needed  to  pay 
n  in  New  York. 

;sue  of  $3,800,000  City  of  Montreal  forty- 
Jo  sinking  fund  bonds  has  been  offered 
11  taken,  on  a  5.05%  basis, 
demand  for  United  States  municipal  is- 
at  are  tax  exempt  continues  very  strong 
erings  are  quickly  absorbed.  The  gen- 
nd  market  has  remained  active  through- 
month  with  a  light  advance  in  the  level 
2S.  The  demand  from  private  investors 
stitutions  has  been  heavy.  Some  con- 
i  issues  like  Lackawanna  Steel  5's  of 
id  Chile  Copper  7's  of  1923  have  had 
;  advances  in  sympathy  with  the  rise  in 
icks  of  those  companies.  The  average 
olume  of  sales  on  the  Stock  Exchange 
close  of  business  on  the  25th  inst.  was 
XX),  compared  with  $5,358,000  in  Octo- 
1  $3,885,000  in  September. 

American  Telephone  and  Telegraph 
ny  has  announced  its  plan  for  refinanc- 

$50,000,000  notes  due  February  1,  1918, 
r  meeting  capital  expenditures  in  the 
ture.  It  is  proposed  to  issue  $80,000,000 
y^ear  collateral  5%  bonds  and  to  offer 
p40,000,000  new  stock  to  stockholders  at 

York  bankers  are  publicly  offering  $10,- 
)  Western  Pacific  Railroad  First  Mort- 
Jo  thirty-year  bonds  at  90  to  yield  5.70%. 
he  close  of  the  month  an  offering  is  be- 
ade  of  $12,800,000  Seaboard  Air  Line 
ly  First  and  Consolidated  6%  Bonds  due 
t  99^.  These  bonds  are  secured  by  a 
ortgage  on  416  miles  of  road,  including 
w  important  line  from  Hamlet,  N.  C. 
larleston   to    Savannah,   Georgia.     The 

has  undergone  a  remarkable  develop- 
both  agriculturally  and  industrially  in 
it  decade.  The  Seaboard  system  is  nat- 
sharing  in  this  increased  business.  For 
jcal  year  ended  June  30,  1916,  gross 
e  increased  12%  over  that  for  the  pre- 
hear and  gross  income  28%  over  that  for 
cal  year  1915. 

hipbuilding  Industry. 

:ral  months  ago  a  brief  account  was  given 
se  columns  of  the  organization  of  the 
:an  International  Corporation  by  interests 
ted  with  this  Bank,  and  of  enterprises  in 
it  had  become  interested  in  the  first  six 
5  of  its  career.     It  will  be  remembered 

had  taken  a  substantial  interest  in  three 
ig  companies,  viz.:  the  International  Mer- 

Marine,  Pacific  Mail  and  United  Fruit, 
vas  giving  a  preference  for  shipping  not 
dly  contemplated,  but  due  to  the  unusual 


importance  at  this  time  of  shipping  accommoda- 
tions to  the  foreign  trade,  and  the  opportunities 
that  happened  to  offer. 

In  line  with  these  investments  and  following 
them  naturally  has  been  the  acquisition  of  the 
American  Shipbuilding  Co.  of  Camden,  New 
Jersey,  by  the  American  International  Corpora- 
tion, together  with  the  International  Mercantile 
Marine  Company,  the  Pacific  Mail  Steamship 
Company  and  W.  R.  Grace  &  Company. 

The  American  Shipbuilding  Company  has  a 
comparatively  new  plant  and  one  of  the  most  ef- 
ficient in  America.  It  is  equipped  for  the  build- 
ing of  steel  vessels,  both  mercantile  and  war,  and 
of  various  essentials  to  shipbuilding,  such  as 
marine  engines  and  boilers,  and  recently  made 
the  record  of  building  a  7,000-ton  dead  weight 
freighter  and  having  the  trial  run  in  three  weeks. 
The  present  capacity  of  the  plant  is  100,000  tons 
per  annum,  and  this  will  be  enlarged  at  once  at 
least  50  per  cent.  It  is  proposed  to  organize  a 
new  corporation  of  larger  capital,  a  majority  of 
the  stock  in  which  will  be  owned  by  the  above- 
named  companies,  but  an  offering  will  be  made 
to  the  public.  The  contracts  taken  over,  to- 
gether with  the  repairs  and  new  vessels  required 
for  the  fleets  of  the  shipping  companies  purchas- 
ing the  yards,  will  give  the  company  plenty  of 
work  for  the  next  five  years. 

Jobs,  Product  and  Distribution. 

In  the  November  number  of  this  publication 
reference  was  made  to  an  editorial  critic  who  had 
voiced  tlie  familiar  but  mischievous  view,  that 
the  wage-earning  class  would  be  benefited  by  in- 
creasing the  number  of  people  required  to  do  a 
given  amount  of  work.  We  have  no  wish  to 
maintain  a  controversy  with  an  individual  or  a 
newspaper,  but  sometimes  an  issue  is  more  clearly 
defined  by  allowing  a  representative  advocate  of  a 
certain  theory  or  doctrine  to  state  it  in  his  own 
language.  In  this  case  the  editorial  utterance  ap- 
peared not  only  in  one  newspaper  of  large  circu- 
lation, but  in  an  important  group  of  newspapers 
belonging  to  a  syndicate,  all  published  in  impor- 
tant cities,  and  having  an  aggregate  circulation 
of  hundreds  of  thousands.  It  is  the  fact  that 
these  views  are  thus  widely  dessiminated  that  we 
deem  it  of  chief  importance,  and  leads  us  to  make 
further  comment. 

The  original  quotation  from  the  newspaper 
editorial  was  the  following  sentence: 

"But  it  sure  does  take  a  New  York  bank  to  father 
the  proposition  that  the  creation  of  more  jobs  means 
national  calamity." 

Our  comment  was  practically  summed  up  in 
the  following: 

In  the  last  analysis  what  is  wanted  is  not  more 
jobs,  but  more  things :  more  grain,  more  meat,  more 
potatoes,  more  materials  for  clothing,  more  materials 
for  houses,  larger  and  better  houses,  more  comforts 
in  the  houses,  etc.,  etc.,  and  there  is  no  hope  of  supply- 
ing these  wants  except  by  more  efficient  industry.  In- 
stead of  making  each  job  occupy  as  many  workers  as 
possible,  we  want  each  man's  work  to  be  as  productive 
as  possible. 


The  editor  now  makes  a  rejoinder  aimed  at  all 
the  economists  since  Adam  Smith,  and  the  sub- 
stance of  it  is  given  below : 

It  is  on  the  basis  of  [Adam]  Smith's  philosophy 
that  the  City  Bank  stands  now  in  declaring  that  "to 
increase  the  supply  of  food,  clothing  and  other  de- 
sirable things,"  is  more  important  than  jobs. 

What  the  City  Bank  does  not  see  or  will  not  see 
is  that  the  distribution  of  the  food,  clothing  and 
shelter  is  of  infinitely  more  importance.  The  Mer- 
cantilists mistook  money  for  wealth.  Smith  set 
them  right.  Now  the  economists  mistake  wealth 
for  happiness! 

What  good  are  food,  clothing  and  shelter  unless  used 
to  produce  the  only  commodity  worth  while — human 
happiness?  If  we  pile  up  all  the  wealth  in  the  hands 
of  2  per  cent,  of  the  population — which,  according  to 
the  industrial  relations  commission,  now  has  possession 
of  60  per  cent,  of  all  the  wealth  of  the  United  States — 
how  do  we  forward  the  real  business  of  life? 

The  above  presents  the  gist  of  the  common- 
argument  against  the  existing  order  of  society. 
The  statement  has  been  often  made  that  two  per 
cent,  of  the  population  owned  some  large  propor- 
tion of  the  wealth,  and  it  is  proper  to  say  in  the 
first  place  that  there  are  no  authoritative  figures 
for  such  statements.  The  census  bureau  has 
never  made  a  calculation  of  this  kind,  and  the 
report  of  the  Industrial  Commission  is  not  an 
authority  for  anything. 

The  essential  point,  however,  is  that  the  people 
who  use  this  argument  all  assume  that  two  per 
cent,  of  the  population  consume  sixty  per  cent, 
of  the  food,  wear  sixty  per  cent,  of  the  clothing, 
monopolize  sixty  per  cent,  of  the  shelter,  and  en- 
joy sixty  per  cent,  of  the  comforts  and  pleasures 
of  life,  whereas  a  moment's  thou.2:ht  ought  to 
show  that  this  is  a  fallacy.  It  is  absurd  to  sug- 
gest that  two  per  cent,  of  the  population  eat  sixty 
per  cent,  of  the  wheat  crop,  or  sixty  per  cent,  of 
dairy  products,  or  sixty  per  cent,  of  the  meat  or 
fruit  production,  or  buy  sixty  per  cent,  of  our 
textile  or  other  factory  productions,  or  use  sixty 
per  cent,  of  the  timber  output  or  sixty  per  cent, 
of  the  coal  and  other  mineral  production,  or  even 
own  sixty  per  cent,  of  the  automobiles.  Two  per 
cent,  of  the  population  do  not  have  sixty  per  cent, 
of  the  railway,  telephone  or  telegraph  service,  or 
supply  sixty  per  cent,  of  the  attendance  in  places 
of  amusement  and  recreation;  nor  do  they  buy 
sixty  per  cent,  of  the  books  and  newspapers 
printed,  or  receive  sixty  per  cent,  of  the  medical 
and  surgical  attendance,  or  absorb  sixty  per  cent, 
of  the  benefits  from  schools. 

The  real  distribution  of  wealth  and  of  the  bene- 
fits of  industrial  progress  takes  place  in  the  con- 
sumption and  enjoyment  of  these  and  similar 
things.  They  are  the  final  proceeds  of  all  our 
productive  activities.    Who  gets  them? 

Two  Classes  of  Wealth. 

It  is  important  in  considering  distribution  to 
distinguish  between  the  two  general  classes  of 
wealth.  There  is,  first,  the  class  which  includes 
all  the  things  which  minister  directly  to  our  needs 
comfort  and  culture,  such  as  dwelling  houses, 
furnishings,  food,  clothing,  fuel,  means  of  trans- 


portation, libraries,  schools,  medical  attei 
etc.,  and,  second,  there  is  the  class  whic 
prises  the  various  kinds  of  property  wh 
mere  agencies  in  producing  the  things 
first  class.  Land,  factories,  machinei 
eqiiipment  of  all  kinds  are  of  the  secon( 
Railways  and  ships  belong  in  a  degree  to  t 
class,  but  their  main  service  is  as  agencies 
business  community,  and  in  this  respect  t 
long  to  the  second  class.  The  great  figun 
the  amount  of  wealth  in  the  hands  of  a  fe\ 
almost  entirely  to  v/ealth  of  the  seconc 
It  is  permanent  property,  which,  with  so 
terioration,  endures  and  is  added  to  from 
year,  while  the  consumable  products  and  ; 
which  it  yields  figure  very  slightly  in  stati 
wealth  or  not  at  all. 

This  property  of  the  second  class  has  n 
in  itself.  Its  value  is  all  derived  from  the 
of  products  or  services  that  flow  from 
they  are  not  distributed  to  the  owners  alon 
is  a  fact  singularly  overlooked  by  the  peo] 
write  most  incessantly  about  distribution, 
assume  that  the  benefits  of  productive  p 
go  exclusively  to  the  owners.  Their  arg 
like  the  one  above, are  based  upon  that  hyp 
But  will  anyone  attempt  to  maintain  that 
has  ever  derived  any  benefits  from  the  d 
ment  of  the  steam  engine  except  the  ow 
steam  engines  ?  Does  nobody  have  any  go< 
railways  unless  he  owns  railway  shares,  ( 
the  growth  of  the  textile  industry  unless  1 
mill  shares?  Is  there  no  value  in  agrii 
machinery  except  to  farmers? 

The  last  twelve  months  in  which  railwa 
ings  were  unaflFected  by  the  war,  and  foi 
figures  are  available,  were  of  the  year  end< 
30,  1914.  In  that  year  the  total  operatin 
nues  of  all  the  railways  of  the  United 
were  $3,029,914,285,  and  of  this  amouni 
843,814  was  disbursed  as  interest  on  be 
money  and  $205,914,908  was  disbursed 
dends,  or  a  total  disbursement  on  acc( 
ownership  and  the  use  of  capital  of  $613,! 
Evidently  the  benefits  accruing  from  th 
ownership  of  railway  property  are  insig 
compared  with  the  benefits  accruing  to  th^ 
from  the  use  of  the  property.  Every  pen 
directly  paid  a  railway  charge  was  presui 
gainer  by  the  service,  but  they  were  only  a 
the  people  who  were  gainers  by  the  transp< 
service.  The  entire  system  of  industi 
changes  is  dependent  upon  it,  and  all  the 
to  whom  the  railways  disbursed  65  per  < 
their  revenues  for  operating  expenses  ma; 
sumed  to  be  benefited.  The  railway  owr 
a  small  figure  in  the  distribution  of  gains 
utterly  fallacious  then  to  measure  the  dist: 
of  benefits  by  estimates  upon  the  owner 
property ! 

The  Distribution  of  Profits. 

Even  the  net  earnings  of  productive  p 
do  not  go  entirely  to   the  benefit   of 


^  grows  largely  by  the  investment  of 
md  as  soon  as  profits  become  repro- 
the  public  begins  to  share  in  them, 
tance,  of  the  $613,758,822  disbursed 
est   and   dividends    from    the   railway 

of  the  fiscal  year,  1914,  a  considerable 
v/as  turned  back  into  railway  invest- 
or the  improvement  and  enlargement 
ly  service.     In  fact,  more  new  capital 

put  into  the  railways  of  the  United 
ach  year  than  is  taken  out  of  them. 
ust  have  over  a  billion  dollars  a  year 
Lioney  to  keep  them  up  to  the  growing 
the  country.  Somebody  must  save  or 
ate  this  new  capital  every  year  and 
to  the  railways,  or  the  public  will  lose 
ire. 
ts,    in    an    economic    sense,    are    dis- 

only   by   consumption    and   personal 

The  owner  of  a  shoe  factory  who 
all  of  the  profits  to  the  enlargement  of 
ness  is  deriving  no  economic  benefits 
elf.  He  is  simply  increasing  the  sup- 
loes  on  the  market,  and  the  only  pos- 
'ect   of   that   policy   so   long   as   it   is 

is  to  m.ake  shoes  more  plentiful  and 
nd  to  contribute  to  the  general  well- 
The  owner  has  the  satisfaction  of  be- 
Dductive  factor  in  the  community,  and 


of  having  capital  accumulated  for  a  rainy  day, 
but  this  satisfaction  is  not  a  burden  to  the 
community. 

The  stockholders  of  the  Ford  Motor  Com- 
pany are  in  litigation  over  what  shall  be  done 
with  the  $59,000,000  of  profits  made  by  that 
company  last  year,  but  whichever  side  has  its 
way,  the  great  bulk  of  that  sum  will  be  in- 
vested in  productive  industry  of  some  kind, 
thus  enlarging  the  demand  for  labor  and  in- 
creasing the  supply  of  goods  and  services  to 
the  public.  The  benefit  of  those  profits,  one 
way  or  another,  is  bound  to  find  its  way  back 
to  the  public. 

To  sum  up:  Large  profits  have  the  effect  of 
rapidly  increasing  the  stock  of  wealth  of  the 
second  class,  and  this  increases  the  supply  of 
wealth  of  the  first  class,  which  in  the  nature  of  it 
must  be  widely  distributed. 

Distribution  Inevitable. 

That  distribution  will  increase  as  production 
increases  is  inevitable.  While  a  proprietor 
will  try  for  all  he  can  get,  he  is  bound  to 
distribute  his  product  at  cost  rather  than  not 
distribute  it  at  all,  and  in  all  lines,  prices  are 
always  tending  to  the  cost  level  for  the  most 
poorly  circumstanced  producers.  The  pro- 
ducers have  every  incentive  to  strive  for  lower 


temenT  of  resources  and  liabilities  of  each  of  the  twelve  federal 
reserve  banks  at  the  close  of  business  november  24,  1916. 
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costs,  larger  production  and  widespread  dis- 
tribution, and  every  dollar  of  new  capital  is 
devoted  to  these  ends.  The  result  is  seen  in 
a  constantly  increasing  supply  of  commodities 
per  head  of  population,  and  the  only  way  these 
commodities  can  possibly  be  distributed  is  by 
such  a  continual  readjustment  of  wages  and 
prices  as  will  enable  the  people  to  buy  them. 
The  people,  with  the  help  of  capital  in  the 
form  of  all  the  equipment  of  industry,  produce 
the  goods,  and  the  goods  are  distributed  back 
to  the  people;  no  other  disposition  of  them  is 
possible.  Nothing  less  than  the  whole  body 
of  the  people  can  consume  the  great  and  daily 
increasing  mass  of  products.  If  these  products 
were  not  taken  off  the  market  and  consumed, 
industry  would  quickly  become  unprofitable, 
and  come  to  a  standstill. 

There  is  naturally  no  small  degree  of  con- 
fusion and  maladjustment  in  a  society  where 
everybody  must  find  his  own  place  in  the  in- 
dustrial organizations,  with  the  right  to  live 
v/here  he  pleases  and  work  at  anything  he 
chooses  to  try,  to  say  nothing  of  an  indisposi- 
tion to  work  at  all,  and  of  all  the  other  short- 
comings of  human  nature;  but  the  fact  that 
production  is  always  increasing  faster  than 
population  and  that  consumption  keeps  up 
close  to  it,  shows  that  a  very  good  degree  of 
reciprocal  distribution  exists. 

Federal  Reserve  Board  on  Foreign  Treasury 
Bills. 

The  Federal  Reserve  Board  on  November  27  issued 
the  following  statement  relating  to  foreign  credits : 

In  view  of  contradictory  reports  which  have  appeared  in  the 
press  regarding  its  attitude  toward  the  purchasing  by  banks 
in  this  country  of  Treasury  bills  of  foreign  governments,  the 
Board  deems  it  a  duty  to  define  its  position  clearly.  In  mak- 
ing this  statement  the  Board  desires  to  disclaim  any  intention 
of  discussing  the  finances  or  of  reflecting  upon  the  financial 
stability  of  any  nation,  but  wishes  it  understood  that  it  seeks 
to  deal  only  with  general  prnciples  which  affect  all  alike. 

The  Board  does  not  share  the  view  frequently  expressed  of 
late,  that  further  importations  of  large  amounts  of  gold  must 
of  necessity  prove  a  source  of  danger  or  disturbance  to  this 
country.  That  danger,  the  Board  believes,  will  arise  only  in 
case  the  inflowing  gold  should  remain  uncontrolled  and  be  per- 
mitted to  become  the  basis  of  undesirable  loan  expansions  and 
of  inflation.  There  are  means,  however,  of  controlling  ac- 
cessions of  gold  by  proper  and  voluntary  co-operation  of  the 
banks  or  if  need  be  by  legislative  enactment.  An  important 
step  in  this  direction  would  be  the  anticipation  of  the  final 
transfer  of  reserves  contemplated  by  the  Federal  Reserve  Act 
to  become  effective  on  November  16,  1917.  This  date  could  be 
advanced  to  February  or  March,  1918.  Member  banks  would 
then  be  placed  on  the  permanent  basis  of  their  reserve  require- 
ments and  fictitious  reserves  would  then  disappear  and  the 
banks  have  a  clearer  conception  of  actual  reserve  and  finan- 
cial conditions.  It  will  then  appear  that  while  a  large  in- 
crease in  the  country's  gold  holdings  has  taken  place,  the  ex- 


pansion of  loans  and  deposits  has  been  such  that 
not  remain  any  excess  of  reRcrvos,  apart  from  the 
reserve   loaning  power  of  the  Federal  Reserve  Banl 

In  these  circumstances  the  Board  feels  that  men 
should  pursue  a  policy  of  keeping  themsolves  liqu 
loaning  down  to  the  legal  limit,  but  of  maintaining  ai 
reserves — not  with  reserve  agents,  where  their  ba 
loaned  out  and  constitute  no  actual  reserve,  but  in 
vaults  or  preferably  with  their  Federal  Reserve  Bi 
Board  believes  that  at  this  time  banks  should  pn 
much  caution  in  locking  up  their  funds  in  long  to 
tions  or  in  investments,  which  are  short  term  in  fori 
but  which,  either  by  contract  or  through  force  of  circ 
may  in  the  aggregate  have  to  be  renewed  until  nor 
tions  return.  The  Board  does  not  undertake  to  fort 
abilities  or  to  specify  circumstances  which  may  b 
portant  factors  in  determining^  future  conditions.  J 
and  responsibility  lies  primarily  with  the  banking 
If,  however,  our  banking  institutions  have  to  interve 
foreign  securities  are  offered  faster  than  they  can  b 
by  investors — that  is  their  depositors — an  element 
introduced  into  the  situation  which,  if  not  kept  und 
would  tend  toward  instability,  and  ultimate  injury  i 
nomic  development  of  this  country.  The  natural 
power  of  the  investment  market  supplies  an  impor 
later  of  the  volume  of  our  sales  to  foreign  countriei 
of  the  goods  that  they  send  us.  The  form  which 
recent  borrowing  is  taking,  apart  from  reference 
trinsic  merits,  makes  it  appear  particularly  attrai 
banking  investment.  The  Board,  as  a  matter  of  fi 
stands  that  it  is  expected  to  place  it  primarily  with 
fact,  it  would  appear  so  attractive  that  unless  a  bi 
national  point  of  view  be  adopted,  individual  ba 
easily  be  tempted  to  invest  in  it  to  such  an  exten 
banking  resources  of  this  country  be  employed  in  tl 
might  run  into  many  hundreds  of  millions  of  dolla 
the  loans  may  be  short  in  form  and  severally,  m; 
lected  at  maturity,  the  object  of  the  borrower  must 
tempt  to  renew  them  collectively,  with  the  result  tli 
gregate  amount  placed  here  will  remain  until  such 
may  be  advantageously  converted  into  a  long  term 
It  would,  therefore,  seem  as  a  consequence  that  lit 
of  our  banks,  which  should  be  available  for  short  cr 
ties  to  our  merchants,  manufacturers  and  farmers, 
exposed  to  the  danger  of  being  absorbed  for  other  p 
a  disproportionate  degree,  especially  in  view  of  the 
many  of  our  banks  and  trust  companies  are  alread 
substantial  amounts  of  foreign  obligations,  and  of  a 
which  they  are  under  agreement  to  renew.  The  Bo 
it,  therefore,  its  duty  to  caution  the  member  banks  tl 
not  regard  it  in  the  interest  of  the  country  at  this 
they    invest    in   foreign   Treasury    bills  of   this    char 

The  Board  does  not  consider  that  it  is  called  ui 
vise  private  investors,  but  as  the  United  States  is  t. 
ing  the  banker  of  foreign  countries  in  all  parts  of  th 
takes  occasion  to  suggest  that  the  investor  should  r 
and  authoritative  data — particularly  in  the  case  of 
loans — in  order  that  he  may  judge  the  future  intel 
the  light  of  present  conditions  and  in  conjunction  wii 
nomic  developments  of  the  past. 

The  United  States  has  now  attained  a  position  of  \ 
of  international  financial  power,  which,  in  the  natu 
of  events,  it  could  not  have  reached  for  a  generation, 
be  careful  not  to  impair  this  position  of  strength 
pendence.  While  it  is  true  that  a  slowing  down  in  t 
of  credit  extension  may  mean  some  curtailment  e 
normally  stimulated  export  trade  to  certain  countriei 
not  fear  that  our  business  will  fall  off  precipitately 
become  more  conservative  in  the  matter  of  investing 
because  there  are  still  hundreds  of  millions  of  our 
foreign  securities  held  abroad  which  our  investors 
glad  to  take  over,  and  moreover,  trade  can  be  stii 
other    directions. 

In  the  opinion  of  the  Board,  it  is  the  duty  of  oui 
remain  liquid  in  order  that  they  may  be  able  to  c 
respond  to  our  home  requirements,  the  nature  and 
which  none  can  foresee,  and  in  order  that  our  preseni 
and  financial  strength  may  be  maintained  when,  a 
of  the  war  we  shall  wish  to  do  our  full  share  in  th 
international  reconstruction  and  development  which 
lie  ahead  of  us,  and  when  a  clearer  understanding  oi 
conditions  as  they  will  then  exist,  will  enable  this  con 
safely  and  intelligently  to  do  its  proper  part  in  th( 
rehabilitation   of  the   world. 
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The  National  City  Company 

through  its  correspondent  offices  in  over  twenty  cities 
offers  to  Banks,  Institutions  and  to  Individual  Investors  an 
exceptional  investment  service. 

Our  lists  comprise  securities  which  have  been  carefully 
analyzed  as  to  their  adaption  to  the  requirements  of  Banks, 
Business  Houses,  Institutions  and  Individuals. 

Specially  prepared  lists  of  securities  suitable  for  the  par-^ 
ticular  needs  of  clients  will  be  submitted  upon  request. 

Send  for  special  list  B-54. 

In  writing  please  indicate  the  general 
character     of    securities    you    desire. 


The  National  City  Company 

National  City  Bank  Building,  New  York 


CORRESPONDENT  OFFICES 


PfflLADELPHIA,  PA. 
1421  Chestnut  St. 


PITTSBURGH.  PA. 
Farmers  Bank  Bldg. 

WTLKESRARRE.  PA. 
Miners  Bank  Bldg. 


BOSTON,  MASS. 
55  Congress  St. 


CHICAGO,  ILL. 
137  bo.  La  Salle  St 


ALBANY.  N.  Y. 
Douw  Bldg. 

BALTIMORE.  MD. 
Munsey  Bldg. 

KANSAS  CITY.  MO.  BUFFALO,  N.  Y. 

kepublic  Bide.  Marine  Bank  Bldg 


LONDON,  ENG. 
3  Lombard  St. 

CLEVELAND,  OHIO 
Guardian  Bldg. 


SAN  FRANCISCO.  CAL. 
424  California  St 

DETROIT.  MICH. 
Dime  Bank  Bldg. 

WASHINGTON.  D.  C. 
741-15th  St.  N.  W. 


ST.  LOUIS.  MO. 
Bank  of  Commerce  Bldg. 


First  National  City  Bank 
1  of  New  York 
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